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Editorial Comment 
THE COMPTROLLER’S RECOMMENDATIONS 


troller of the Currency is always 

interesting on account of the 
wealth of statistical and other informa- 
tion it contains in relation to the bank- 
ing institutions of the country. This 
year’s report is of unusual interest be- 
cause of the recommendations in regard 
to banking legislation. How important 
these suggestions are is evidenced by 
the fact that they are placed at the very 
beginning of the report. In order that 
the Comptroller’s views may be fully 
and accurately stated, they will be 
given in his own words. 


T= Annual Report of the Comp- 


“The experience of the post-war per- 


iod has been of sufficient duration to 
permit a comprehensive appraisal of the 
effect of the new economic and social 
conditions upon our system of banking. 
Briefly stated, it may be said that bank- 
ing is following in the wake of the 
trend of business in general toward 
larger operating units with stronger 
capital funds and more experienced and 
highly trained management. The natural 
result has been that the larger cities 
are being favored with banking or- 
ganizations of great financial stability 
with the capacity to render a better and 
more diversified type of service. 

“In the principal cities, therefore, in 
various parts of the country, there have 
grown up through mergers and through 
increases in the variety and volume of 
business banking institutions which for 
strength of capital and management 
technique were unknown in the pre- 
war period. There have been no failures 
of any of these types of metropolitan 
banks. They are giving the general pub- 
lic a safer and higher type of banking 
Service than has hitherto been known. 


Their stability rests upon the great di- 
versity of banking business to which 
they have access and to the further fact 
that they are able to secure the most 
highly trained and experienced talent. 
These banks comprise both unit and 
branch banking institutions. 

“The aggregate of all the banking re- 
sources in the United States is about 
$72,000,000,000, held by a little more 
than 25,000 banks (as of June 29, 
1929), but 250 banks hold resources to 
the aggregate amount of approximately 
$33,400,000,000. 

“While the largest and strongest 
banks with the bulk of the banking re- 
sources are in the large cities, about 
three-fourths of all the banks in num- 
ber are in the smaller towns and cities 
and may be classed as country banks. It 
is these banks which serve directly the 
agricultural communities. They operate 
with small capital funds and are very 
much limited in their ability to employ 
a trained management. The economic 
developments of the post-war period 
have had the effect of decreasing the 
opportunities of these banks to operate 
with profit and it is this situation to 
which I should like to direct your most 
serious consideration. 

“We are faced with the fact that 
during the nine-year period from July 
1, 1920, to June 30, 1929, inclusive, 
about 5000 banks, nearly all in the agri- 
cultural communities, closed their doors 
and tied up deposits of approximately 
$1,500,000,000. These failures have not 
been limited to any one section of the 
country, although they have been most 
prevalent in the agricultural districts. 
Up to November 1, 521 banks with de- 
posits of about $200,000,000 had sus- 
pended during the year 1929.” 
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Here follows a table giving the num- 
ber of failures by states during the 
fiscal years ending June 30, 1921, to 
1929, and then the Comptroller says: 


“As will be observed from the fore- 
going table, the failures of state char- 
tered banks greatly outnumber those of 
the national banks, but small national 
banks have not been immune to the 
conditions which are causing the fail- 
ures of small country banks generally. 
As an illustration of the wide scope of 
this economic condition, it may be said 
that in seven states over 40 per cent. of 
all the banks in existence in 1920 have 
failed and in six states between 25 and 
40 per cent. In twenty-six states, or 
more than one-half the total, over 10 
per cent. of the banks that were in op- 
eration in 1920 have since failed. When 
it is considered that no important fail- 
ures have occurred among banks in the 
larger cities, the ratio of failures in the 
country districts is even higher. 

“We have here, therefore, a strong 
contrast between city and country bank 
operations. Whereas the depositor in a 
large city bank, whether a wage earner 
or a business man, has had full protec- 
tion, the depositor in the small country 
bank has suffered severely from the in- 
ability of so many of these banks to 
meet their deposit liabilities. The farm- 
ing communities have not been afforded 
the protection for their savings which 
has been available to depositors in the 
large cities.” 


The Comptroller omitted to point out 
that one reason why failures of state 
banks outnumbered those of the na- 
tional banks was because there were 
more of the former in existence. 

As to the statement that “the farm- 
ing communities have not been afforded 
the protection for their savings which has 
been available to depositors in the large 
cities,” it may be said with equal truth 
that banks in the farming communities 
have not been afforded the protection 
for their loans which has been available 
to banks in the large cities. And this 
explains, to a large extent, why deposi- 
tors fared so badly. 


The Comptroller observes above that 
failures have been most prevalent in the 
agricultural districts. May not this fact 
warrant the conclusion that something 
is wrong with agriculture rather than 
with banking? Profitable farming would 
seem to be an indispensable condition 
of safe and profitable banking. 


“Tt is cause for immediate concern,” 
says the Comptroller, “that the operating 
conditions faced by the country banks 
show no prospect of improvement un- 
der the present system. There are many 
country banks now operated at a loss 
and many others operating upon earn- 
ings insufficient to justify their capital 
investment. There is not available to me 
the earning statements of state banks, 
but taking the national banks as an illus- 
tration and the year 1927 as a typical 
year (later earning figures not being 
compiled) 966 national banks operated 
at a loss and an additional 2000 earned 
less than 5 per cent. These constituted 
about 38 per cent. of all national banks 
in the United States. 

“Comprehensive study of the banking 
situation for the last nine years clearly 
indicates that the system of banking in 
the rural communities has broken down 
through causes beyond the control of the 
individual banker or the local com- 
munity. These causes are of a basic nature 
and have many ramifications through- 
out the great economic and_ social 
changes which have occurred in the 
United States since 1914. I shall not at- 
tempt in this report a detailed analysis 
of this situation except to say that the 
economic movement away from a large 
number of independent local utility and 
industrial operating units toward a 
stronger and more centralized form of 
operation in the large cities has curtailed 
the opportunities of the country bank 
for diversity and extension of business 
while broadening these opportunities for 
the large city bank.” 


No doubt the changes to which the 
Comptroller refers have taken place, 
and that they have had a considerable 
effect upon banking operations. Whether 
they are.as vital as the Comptroller 
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thinks is less certain. As a matter of fact, 
the country bank has been all along a 
farmers’ bank very largely, as it is today. 
Why is it that we now hear so much 
about the inability of banks profit- 
ably to operate in farming com- 
munities, although this complaint was 
far less prominent in former years? It 
cannot be said that bank management 
has deteriorated, for it has really im- 
proved. The conclusion seems inescap- 
able that the lessened profit in farming 
is the real culprit. 
The Comptroller continues: 


“There have been no general financial 
panics in this country since the war— 
thanks to the Federal Reserve System. 
Any bank can have access, directly or 
indirectly, to the benefits of the Federal 
Reserve System to the extent of its 
sound commercial and business loans, 
and the decline of the country banks has 
taken place notwithstanding the valu- 
able assistance rendered by the Federal 
Reserve System. A Federal Reserve bank 
is not charged with the responsibility 
of preventing bank failures. It is beyond 
the power of the Federal Reserve Sys- 
tem, as it is beyond the power of any 
governmental agency, to stand between 
these banks and insolvency.” 


Upon this paragraph a volume might 
be written, for nothing relating to our 
present banking situation deserves more 
careful study than the effects of the op- 
erations of the Federal Reserve System. 
By facilitating credit expansion these 
Operations have been, without question, 
a contributing factor of major impor- 
tance in stimulating the inflation that cul- 
minated in 1920 and again in 1929. Nor 
is this all. The correspondent relations 
of the national banks were seriously 
interfered with by the Federal Reserve 
Act, which massed all legal banking re- 
serves with the Federal Reserve banks, 
taking them away from the banks in the 
central reserve and reserve cities, and 
also deprived the banks of much reve- 
nue they had been accustomed to for 
their collection services. That both these 
changes were in many respects of great 
benefit to the banks and the public does 
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not alter the fact that they affected bank- 
ing profits. Open market operations of 
the Federal Reserve banks have also been 
criticised as being competitive with 
member banks. 

Huge sums in profits of the Federal 
Reserve banks, earned out of funds 
compulsorily provided by member banks, 
have been absorbed in costly bank 
buildings, in support of an imposing fi- 
nancial hierarchy, in a franchise tax, 
and in the building up of a large sur- 
plus, which under present law does not 
belong to the member banks, in the 
event of liquidation of a Federal Re- 
serve bank, but to the Treasury of the 
United States. 

“A Federal Reserve bank,” says the 
Comptroller, “is not charged with the re- 
sponsibility of preventing bank failures.” 
This is true enough, but it could be 
wished that the Federal Reserve bank 
might exercise over its members a degree 
of supervision as effective as that exer- 
cised by the Chicago Clearing-House 
over members of that organization. 

The Comptroller’s main recommenda: 
tion for the further extension of branch 


banking will be found below. 


“In the absence of legislation to rem- 
edy the conditions above described, pri- 
vate enterprise has within recent months 
undertaken to meet the economic situa’ 
tion presented by the growing isolation 
of the country banks. Local holding 
companies have been formed in many 
sections of the country for the purpose 
of bringing together a number of banks 
into a single operating group. The usual 
procedure is for the holding company, 
a state corporation, to purchase a ma- 
jority of the stock of several banks, one 
of which would be a large city bank 
which in effect becomes the parent bank 
of the group. The management person: 
nel of the central bank becomes in prac- 
tice the responsible management for the 
entire group. Through such a group 
system it appears to be possible to make 
a close approach to a form of branch 
banking whereby each operating unit 
leans for support upon the central bank, 
or upon the holding company, and re- 
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ceives the benefits of its moral and 
financial support; its prestige and good 
will; its extension of the wider type of 
banking service; and the benefits of its 
highly trained management. 

“This holding-company movement is 
of such recent development that com- 
plete statistics are not yet available as 
to the number of companies in opera: 
tion or the number of banks taken over. 
It appears that in many cases some of 
the most responsible bankers and busi- 
ness men of the community have been 
inctrumental in the organization of these 
holding companies and this it would 
seem is a sufficient indication of the 
seriousness of the purpose behind the 
movement. However, these holding com- 
panies are attempting to do under the 
sanction of existing laws, which are 
crudely adapted to the purpose, what 
should be made possible in a simpler 
manner by new legislation. If branch 
banking were permitted to be extended 
from the adequately capitalized large 
city banks to the outlying communities 
within the economic zone of operations 
of such banks, there would be no logical 
reason for the existence of the local 
holding company and it would give 
way to a system of branches operated 
directly by the central bank of the 
group. 

“These conditions would seem to war- 
rant a further amendment of section 
5155 of the Revised Statutes of the 
United States as amended by the act 
of February 25, 1927 (U. S. Code, title 
12, sec. 36), known as the McFadden 
Act, to permit national banks, with the 
approval of the Comptroller of the Cur- 
rency, to establish branches within the 
trade areas of the cities in which such 
banks may be situated. These trade areas 
may, in some cases, be co-extensive with 
Federal Reserve district lines; in other 
cases they may be of a more limited 
extent, but in my judgment they should 
not extend beyond Federal Reserve dis- 
trict boundaries, except to take care of 
a few exceptional cases where a trade 
area may extend from one Federal Re- 
serve district into another, nor should a 
bank be permitted to establish a branch 
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in another city in which there is a Fed- 
eral Reserve bank or branch thereof. 
“Under such a system of branches 
there would gradually be extended to 
the agricultural communities from the 
large city banks a safe and sound system 
of banking which would render remote 
the possibility of bank failures. There 
would, however, be no compulsion upon 
unit banks to enter a branch organiza- 
tion. The two systems of banking—unit 
banking and branch banking—would 
no doubt operate side by side for an in- 
definite length of time; that is to say, 
there would be in every rural section 
some unit banks well organized, com- 
petently managed and held in high es- 
teem by the community, which would 
continue to operate advantageously.” 


These proposals are, in the main, 
those made by the Comptroller in his 
San Francisco address. Without going 
into a discussion of the merits of branch 
banking, some of these proposals will 
bear careful consideration. What are 
“trade areas,” for example? Is the 
“trade area” of New York limited to the 
Second Federal Reserve District, em- 
bracing but little beyond the boundaries 
of the city itself? The boundaries of the 
Federal Reserve districts are artificial, 
without much regard for “trade areas.” 
Thus to limit branch banking, if we are 
to have it at all, is highly ridiculous. No 
one outside a bureau at Washington 
would make such a proposal. 

If the great metropolitan banks are 
the beneficent institutions as pictured 
by the Comptroller, why limit their 
blessings in any way? 

And why should permission to estab- 
lish branches be only by the grace of the 
Comptroller of the Currency? It might 
be supposed that the great banks them- 
selves could judge in this matter quite 
as well as Washington. 

The Comptroller says, in restricting 
branches, “nor should a bank be per’ 
mitted to establish a branch in another 
city in which there is a Federal Reservi 
bank or a branch thereof.” This limita- 
tion would tend to make the branch 
system largely local and ineffective. 
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Near the close of his recommenda- 
tions the Comptroller makes these ob- 
servations respecting parity between the 
national and state banking systems: 


“The announced legislative policy of 
the so-called McFadden Bank Act of 
February 25, 1927, was parity between 
the national and state systems. The pur- 
pose of the bill was to make the charter 
powers of national banks approximately 
equal in operating advantage to those 
of the state banks. Nearly three years 


of operation under that act has dem-. 


onstrated that it has failed of its pur- 
pose in this respect. 

“The theory of parity between the 
two systems of banks is, in my opinion, 
economically unsound. Commerce is 
interstate and is recognized by the Con- 
stitution of the United States as being 
fundamentally a national question. One 
of the primary purposes of the National 
Bank Act of 1863 was to establish a 
sound and uniform system of commer- 
cial banking throughout the country in 
order that commercial transactions 
growing out of the production, the man- 
ufacture, and the transportation of 
goods and commodities from one sec- 
tion of the country to the other might 
not be hampered by local banking legis- 
lation but should have access to a system 
of banks operating under Federal au- 
thority and supervision under a single 
set of rules and regulations and statutory 
enactments in order that the free flow 
of commerce should not be embarrassed 
by a multiplicity of restrictions having 
their origin in local political conditions. 

“The proposal for the extension of 
branch banking which is here made 
would have the direct effect of estab- 
lishing a strong system of banks in the 
rural districts and indirectly it would 
lead to the gradual restoration of the 
national banks as the primary system of 
-ommercial banking in the country.” 


That there is considerable advantage 
having a banking system operating 
ider uniform laws and supervision is 
ovious enough, although, as experience 
shows, diverse conditions have made 
necessary in this country diverse sys- 


165 


tems of banking; but the implication of 
the Comptroller’s position, that com- 
merce being interstate its operations are 
to be carried on chiefly or solely by na- 
tional banks, is of great significance. It 
hints at a movement for legiclative sup- 
pression of state banking. 

Only in recent years has there been 
much evidence of a rivalry between our 
two systems of banking. Before then 
they seemed to be developing amicably 
side by side. The causes of this later di- 
vergence are worth seeking out. It was 
supposed that the greater liberty of state 
banks in regard to establishing branches 
was a principal reason why banks were 
leaving the national for the state sys- 
tems. This disparity was sought to be 
remedied by the McFadden Act. The 
Comptroller says it has failed of its pur- 
pose. At any rate, the flight from the 
national to the state systems has not 
been arrested. A bigger dose of the same 
medicine is now prescribed. 

Theoretically, national banking could 
be made so attractive that all banking 
capital would be eager to enter that sys- 
tem, but it is probably because state 
banking, in many instances, has been 
made too attractive that the state banks 
have continued to outnumber those in 
the national system, and have not, on 
the whole, made quite so good a record 
for safety. The more rigid requirements 
of the National Bank Act repel capital 
desiring greater banking freedom. But 
these considerations hardly go to the root 
of the matter. 

Major causes operating to attract the 
larger banks from the national to the 
state systems are deserving of more se- 
rious attention than they have yet re- 
ceived. 


REPORT OF THE SECRETARY OF 
THE TREASURY 


HE Annual Report of the Secre- 

tary of the Treasury on the State 
of the Finances for the Fiscal Year 
ended June 30, 1929, is an exceedingly 
valuable and voluminous public docu- 


ment of which anything like a summary 
is impossible in an article of reason- 
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able length. Therefore, only brief 
mention can be made of __ those 
parts of the report that may be 
of special interest to bankers. Relative 
taxation of those engaged in agriculture 
and other gainful pursuits, and the 
taxes on corporations may, however, be 
mentioned. “Only a very minor part of 
Federal taxes,” says the Secretary, “‘is 
collected directly from those engaged in 
agriculture. Corporation taxes very sel- 
dom apply, and many individuals en- 
gaged in this industry are exempt from 
individual income taxes.” 


Except that the farmers are a very 
numerous class, and therefore to be con- 
ciliated on political grounds, it is dif- 
ficult to understand why they should 
be thus favored. Of course, the farmer 
will reply that his income is insufficient 
to render it taxable. Yet, if the farmers 
were as careful in their accounting 
methods as are those engaged in other 
lines of business, and especially if they 
considered as income the products of 
the farm produced and consumed by 
them, it would seem certain that more 
of those engaged in agriculture would be 
subject to income taxation than has 
heretofore been the case. 

Farmers as a class should not be de- 
prived of the privilege of contributing 
their due share to the support of the 
Government and the attendant spiritual 
satisfaction flowing from this sacrificial 
act. 

How few individuals are paying the 
income tax, and how heavily corpora- 
tions are being penalized, may be seen 
from the following remarks by the Sec- 
retary: 


“The number of individuals contrib- 
uting directly to the support of the Fed- 
eral Government through the Federal 
income tax has been strictly limited, and, 
of those contributing, the vast majority 
pay but an insignificant amount and at 
a very low rate. Of 2,434,000 individ- 
uals returning taxable income, 2,059,000 
returned but $32,861,000 of income tax, 
while 375,000 individuals returned a 
tax of $1,109,000,000. The average 
rate of tax on the net incomes of the 
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2,059,000 individuals was 0.42 per cent. 
whereas the millions of individuals who 
owned stock in corporations were that 
year paying through the corporations 
12 per cent. on the profits of the busi- 
ness enterprises in which they were 
shareholders. 

“For the calendar year 1927 all cor- 
porations reporting net income reported 
a net income (including tax-exempt inter- 
est) before all taxes, of $10,934,031,563. 
They paid, in taxes other than income 
tax, $1,543,516,930, and reported in- 
come tax of $1,131,000,000, making a 
total of $2,674,000,000. In other words, 
24.46 per cent. of their net income was 
taken by taxes. In the same year these 
corporations paid about $5,786,000,000 
in cash dividends, which was 52.92 per 
cent. of their net income. For every dol- 
lar paid in dividends, 46 cents were 
paid in taxes. If all corporations be in- 
cluded—-that is to say, corporations re- 
porting a deficit as well as those report- 
ing net income—the percentage of net 
income paid in taxes is 34.84 per cent.” 


Furthermore, the bulk of the income 
tax is collected from individuals in some 
four or five states. It, therefore, repre- 
sents a form of sectional and class tax- 
ation. When the debt arising from the 
Great War is paid, consideration may 
well be given to a careful study of this 
form of taxation, or perhaps the substi- 
tution of a more equitable system. 

Referring to credit conditions, the 
Secretary says: “A review of the policy 
of the Federal Reserve Board during the 
last year shows that it has endeavored 
to guard against an undue extension of 
credit through speculative channels and 
to conserve the country’s credit re: 
sources for the purpose of meeting 
future requirements of industry and 
trade.” 


It can hardly be said that this policy 
was successful in view of what happened. 
Since the Secretary of the Treasury is 
himself chairman of the Federal Re- 
serve Board, it could not be expected 
that he would look at this policy in the 
same light as it has been regarded by 
others differently situated. 
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What the Secretary has to say re- 
garding the banking situation is of 
especialinterest. After some observations 
regarding branch banking, he says: 


“More recently there has been a rapid 
increase in the organization of group 
systems of banks. Such groups comprise 
one or more banks that are brought 
under unified control and some degree of 
centralized management through acqui- 
sition by an individual or corporation of 
a controlling interest in their stock is- 
sues. Although technically each bank in 
a group is a separate corporation operat- 
ing with its own capital funds and 
under the direct supervision of a local 
board of directors, a certain degree of 
unity is achieved for the group as a 
whole. At the end of June, 1929, it 
was authoritatively reported that there 
were in existence at the time 230 group 
systems of banks in the United States, 
which embraced about 2000 banks. 
Group banking is a means of accomplish- 
ing in a measure the objects of more 
extensive branch banking systems than 
are permitted under the Federal Re- 
serve Act or under existing legal ar- 
rangements in most states. Although 
banking groups may be expected in 
most instances to strengthen the banks 
which they control, the organization of 
such groups places great responsibilities 
upon the controlling interests, and is 
a matter of vital interest to state and 
national supervisory agencies. 

“In view of the fundamental economic 
situation which has given impetus to the 
organization of group banking systems 
and to the growth in branch banking, 
it is desirable that these developments 
be carefully studied. In the meantime 
it is hoped that any further extension 
of group and branch banking organiza- 
tions will proceed with moderation, and 
that hasty legislation, either to liberal- 
ize or to constrict limitations now in 
effect, will be avoided. Our banking 
structure, the product of many years of 
experience, is part of an intricate eco 
nom:- fabric whose parts are closely ad- 
Justcd to one another, and a too rapid 

‘nization would be likely to create 
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serious and costly disturbances that 
would affect the entire country. 

“The time has come when it would 
seem to be wise to undertake a thorough 
study of the situation with a view of de- 
termining the soundness of the present- 
day tendencies, and more particularly 
the limits of the economic units within 
which branch banking may be advan- 
tageously permitted.” 


It will be seen from the foregoing that 
the Secretary of the Treasury is less in- 
clined to immediate banking legislation 
than is the Comptroller of the Currency. 
The head of the Treasury Department 
evidently thinks we need more light on 
present-day banking tendencies before 
seeking to accelerate or hinder them by 
legislation. In other words, before try- 
ing to do something, find out what ought 
to be done. 

Wars and panics have been the main 
impulses to Federal banking legislation. 
There are evidences of the Civil War in 
the National Bank Act (itself born of 
that epoch), as there are of the Great 
War in the Federal Reserve Act. Sober 
consideration cannot well be given to 
banking legislation while the country is 
involved in war or while we are still 
smarting under the stings of panic. The 
country is still too little removed from 
the latter experience to be able to give 
to the subject of banking legislation that 
sober attention which its gravity de- 
mands. Besides, without legislation, 
banking development is taking a course 
whose results may well be observed be: 
fore Congress intervenes to retard or 
direct this development. 

The conservative attitude of the Sec’ 
retary of the Treasury toward banking 
legislation may well make the hot-footed 
pause. 


AN INCIDENT OF THE LATE 
PANIC 


B ‘ex mergers arranged for by the 


directors of the institutions con- 
cerned have failed in the past for 
various reasons. But rarely, if ever, has 
a plan of this kind failed of consumma- 
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tion for exactly the same reasons as 
those which prevented the merger of 
the Corn Exchange Bank with the Na- 
tional City Bank of New York. Under 
the law, mergers of national banks must 
be approved by shareholders owning at 
least two-thirds of the capital stock of 
the banks to be included in the merger. 
In this case the union was ratified by 
the requisite amount of the capital of 
the Corn Exchange, but, a peculiar sit- 
uation having developed, the plan failed 
to receive the sanction of the required 
amount of National City capital. How 
this situation came about is thus ex- 
plained in the Monthly Letter of the 
National City Bank. 


“The basis of the agreement between 
the directors of the two institutions for 
the proposed consolidation was that 
four-fifths of a share of National City 
stock should equal one share of Corn Ex- 
change stock. The National City Bank 
was to issue its shares in exchange for 
Corn Exchange shares in this ratio, and 
the Corn Exchange assets and liabilities 
were to be taken over by the National 
City. If the agreement between the di- 
rectorates had gone no further than to 
provide for this exchange of shares there 
is no reason to doubt that it would have 
been ratified by the National City share- 
holders. 

“As an alternative to the statutory 
relief afforded to dissenting minority 
shareholders, a more liberal provision 
was inserted in this plan, under which 
any Corn Exchange shareholder who for 
any reason might prefer to receive cash 
instead of National City shares, would 
have the privilege of doing so. This 
was to be accomplished by the inclu- 
sion of an agreement on the part of the 
National City Company, an organiza- 
tion afhliated with the National City 
Bank, to buy such Corn Exchange shares 
as might be offered in this manner, pay- 
ing $360 per share, this privilege to be 
open twenty days, the period mentioned 
in the statute. The price fixed corre- 
sponded to $450 for National City 
shares, which was 45 points below the 
market when the agreement was reached 
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and became 135 points below the high- 
est price prevailing thereafter. 

“Before the date set for the share- 
holders’ meetings a crisis developed on 
the New York Stock Exchange. This 
general crisis had no relation to the 
pending National City-Corn Exchange 
consolidation or to bank shares as a 
class, but in such a crisis the market 
prices of all shares inevitably are af- 
fected. Prices at such a time do not re- 
flect a calculated appraisal of values; 
they reflect the imperative need of many 
holders for money to strengthen mar- 
gined accounts, and it frequently hap- 
pens that the best shares a debtor may 
have are sold to obtain relief. In a mar- 
ket catastrophe shares of all classes de- 
cline, but as a rule those which are most 
widely held by the public decline more 
than those closely held and in which 
transfers are comparatively few, this be- 
ing the natural result of larger public 
participation. 

“All bank shares had a serious decline 
between the dates, October 1 and 2, 
when the proposed terms of consolida- 
tion were approved by the directors of 
the two banks, and November 7, when 
their shareholders met'—National City 
and Corn Exchange shares with the rest 
—and this decline radically changed the 
character of the proposed merger trans 
action. The essence of the plan was 
an exchange of National City shares for 
Corn Exchange shares and a merger not 
only of assets but of the shareholding 
bodies and of the going business of the 
two institutions. It was expected that 
the consolidated body of the sharehold- 
ers of both institutions would be inter- 
ested supporters of the enlarged institu: 
tion. It was not in contemplation that 
the entire body of Corn Exchange stock- 
holders was to be bought out. But when 
the National City shareholders met on 
November 7 the decline which had oc’ 
curred in the market price of the shares 
of both institutions had created a situa’ 
tion in which it was practically certain 
that ratification of the proposal before 
them would involve an obligation to pur’ 
chase all outstanding Corn Exchange 
shares within twenty days at $360 per 











share, and at an aggregate cost of 
$217,800,000. The market price of Corn 
Exchange shares on November 7 was 
$200 to $215 per share and of National 
City shares $295 to $310.” 


This case is one of unusual interest 
because of the large sums involved and 
the peculiar circumstances which inter- 
vened to defeat the carrying out of the 
plan. That the stockholders of the Na: 
tional City Bank were clearly within 
their legal rights in refusing to approve 
their directors’ agreement is plain 
enough. The change that had taken 
place between the time of the directors’ 
agreement and the meeting of the Na- 
tional City stockholders was so great as 
to render recourse to an alternative 
plan a practical impossibility. 

Probably a time when bank shares 
are selling at highly speculative prices 
is not the most favorable one for ef- 
fecting bank mergers. At least, that was 
true in the present case. 

There is another aspect of the matter; 
if negotiations of this character could be 
conducted without publicity, unpleasant 
effects such as experienced in this in- 
stance could be avoided. It is doubtful 
whether the public interest in proposed 
bank consolidations is sufficient to justi: 
fy publicity in advance of the plan 
agreed upon being put into effect. 


MAKING SAVING A ROMANCE 


OMMENTING on a ‘recent 

Thrift Congress held in the cap- 

ital of the British Empire, the 
London Times says: 


“The thrifty people gathered in con- 
gress this week have been able to tap 
several sources for that satisfaction of 
the mind which replaces in their lofty 
natures the grosser and more ephemeral 
satisfactions known to the spendthrift. 
They have been commended from high 
quarters and cheered by the right kind 
of statistics. Where their Congress has 
been perhaps a trifle inadequate, has 
been in the collective devising of means 
to make saving seem a brighter and 
gayer iffair. General Booth’s declara- 
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tion that the Devil was not to be al- 
lowed all the best tunes should be made 
again by the money-savers, who have 
continually to fight the impression that 
spending is the primrose path and that 
all the color and dash of life belongs to 
the improvident and the reckless. The 
English love profusion and much prefer 
those characters in their history who 
contracted enormous debts, and died in- 
solvent, to those—there is no need to 
mention names—whose careful accounts 
may still be seen in the Record Office, 
though the money has long since been 
squandered. What is needed is some 
way to make saving a romance and to 
tempt the young to the high adventure 
of thrift. For this purpose of striking 
youthful imaginations there is a good 
deal to say for holding an exhibition 
side by side with the next Thrift Con- 
gress, if the conveners are prepared to 
face a financial risk. From the nature 
of the case the mechanical aids to thrift 
are never seen in massed array, and it 
would gladden many careful hearts to 
see how many and how various are the 
money-boxes of the world. From the 
stalls of exhibits the great truth would 
emerge that nature has so designated all 
her creatures that, be they bird or beast 
or fish, white, yellow, or black men, 
they all have this one thing in common, 
that hollow models of them make excel- 
lent money-boxes. The earth itself, the 
sun and the moon, all have, in addition 
to their other properties, this power of 
vicarious coin-collecting; indeed the 
whole idea of shape and extension in 
space becomes more intelligible if we 


learn to think that the plethora of ob- 


jects in the universe is intended to give 
men abundant ideas for money-boxes. 
Children, who so naturally lend life and 
human feelings to models of animals, 
could easily be overwhelmed with the 
array of beseeching and collecting ani- 
mals, and the more sensitive of them 
could be led to a crusade to rob the 
mint that their little friends might not 
go unfed.” 


The endeavor of making saving, if 
not romantic at least alluring, has been 







































































































































































































































































170 THE BANKERS MAGAZINE 


tried in this country, and with rather 
astonishing success, as witnessed by the 
large sums collected by the Christmas 
clubs, etc. One no longer saves for the 
proverbial “rainy day,” but for a variety 
of pleasures to be enjoyed in a future 
not too remote. 

Joyful and productive as are these 
modern incentives to thrift, it may be 
doubted whether those who practice 
saving from such motives will ever be- 
come independent, unless indeed their 
merry indulgence in thrift causes them 
to give serious thought to its more se- 
rious aspects. Doubtless, it is better to 
save for Christmas spending, or for a 
vacation, than not to save for any pur- 
pose. But, added to this saving for im- 
mediate enjoyment, should be provision 
for the more distant future. Saving for 
the Christmas fund and the vacation 
may stimulate the thrift habit for pur- 
poses more solid if somewhat further off. 
Saving is most valuable when it is ac- 
companied by a strengthening of char- 
acter, and saving of the kind first indi- 
cated may mark the beginning of such 
development. 

There are many incidental purposes 
of saving, all of them worthy enough, 
but one main object should never be 
forgotten: to place the individual and 
those dependent upon him above the 
need of public or private charity. About 
this kind of saving there may not be 
much that is romantic, but it ought 
nevertheless to make a sufficient appeal 
to sensible minds. 


STABILIZING MONEY 


OR the purpose of effecting greater 
F stability in the purchasing power 

of money, the Stable Money Asso- 
ciation has been formed, its members 
comprising many names of high eco 
nomic repute. 

From the literature sent out from 
time to time by this organization one 
may learn of its aims and how they are 
to be carried out. It will be interesting 
to examine some of the statements ap- 
pearing in one of the recent documents 
issued by the Stable Money Association. 


And firsts Owen D. Young on the 
bank rate: “You may say that the fixing 
of the rate of rediscount by the Federal 
Reserve banks, or the bank rate, as the 
rediscount rate of the Bank of England 
is called, is a purely financial matter, 
but I know of no matter involving more 
moral problems than fixing the bank 
rate. 

“The bank rate affects credit, in- 
creases or diminishes the value, or pur- 
chasing power of money, giving every 
aged person dependent upon his savings 
more or less of good things to eat, affects 
the value of wages, of the incomes of 
savings bank depositors, all engagements 
between debtors and creditors, the value 
of everything which is measured in terms 
of money. That is why it is a high moral 
responsibility to fix the bank rate.” 


Mr. Young was speaking at a church 
in New York, which may explain the 
emphasis he placed upon the moral as 
pects of the bank rate; but it will be 
noticed that he did not ignore its eco 
nomic aspects. 

Just to see how doctors disagree, it 
will be instructive to quote from some 
recent remarks on the same subject by 
Philip Snowden, the distinguished 
Chancellor of the Exchequer under the 
present Labor Government in England. 
Speaking before the Labor Party Con- 
ference a short time ago, Mr. Snowden 
said: 


“The effect of the rise in the bank rate 
on British funds has been negligible. I 
remember on one occasion hearing a 
statement to the effect that a rise of 1 
per cent. meant that every municipal 
loan issued would be paying 1 per cent. 
higher interest. A rise in the bank rate 
makes practically no difference whatever 
upon long term loans and investments. 
The credit of the British Government 
stands today just as high as it did before 
the bank rate was raised a week ago.” 


Mr. Snowden was combating the 
theory that a rise in the discount rate 
of the Bank of England meant “red 
ruin” for British industry, as some had 
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asserted. From a further summary of 
his remarks the following extracts are 
taken: 

“Three days before the bank rate was 
raised last February the number of regis- 
tered unemployed was 1,369,000. Two 
months later it had dropped to 1,178,- 
000, and it continued to fall, but for 
a slight seasonal increase in August, 
down to the present time. A week ago 
the number of unemployed was 200,000 
less than it was at the time the bank 
rate was raised in February. For five 
months before the bank rate was raised 
in February the volume of employment 
had been constant at 104. After the 
bank rate was raised, it began to rise, 
and had risen continuously up to the 
present time, standing last month at the 
index figure of 107. 

“Another and a very good test was 
foreign trade. In February the export of 
domestic production was £55,665,000; 
in August the figure was £63,000,000. 
He did not wish to convey the impres- 
sion that he had produced those figures 


to show that improvement was due to 
the rise in the bank rate. But, on the 
other hand, they showed that the disas- 
trous results which were then foretold 
certainly did not appear to have been 
realized.” 


But Mr. Snowden is too wise a fin- 
ancier to ascribe these beneficent re- 
sults to a rise in the bank rate. He very 
safely observed that he wished to guard 
himself by saying that it was never wise 
to attribute any result to any one cause. 
There were so many causes operating, 
such an elaborate interplay of forces 
and influences in the economic and in- 
dustrial systems, that it would be folly 
to say, “this result is caused by that, and 
by that alone.” 

This is in flat contradiction of the 
views of one of our most eminent money 
stabilizers, who contends that 95 per 
cent. of the variations in the general 
price level may be accounted for by the 
influences of money and credit. 

_ Next, Sir Josiah Stamp: “First of all, 
it is not sufficiently realized that slowly 
falling prices are a deadening influence 
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cn business itself.” Must we conclude, 
then, that in order for business to pros- 
per prices must slowly rise? On this 
point Sir Josiah says: “Quite as good 
business can be done on one price level 
as on a level twice the height, provided 
it is a stable level and all the factors 
have been fairly adjusted to that level. 
It is the transition from one to the 
other, without an even or proportionate 
change in all the factors, that works the 
mischief.” 


Could all production be carried on 
with increased efficiency, falling prices 
need not spell ruin. This principle, in a 
limited field, has been tested by Mr. 
Henry Ford. Improvement in the means 
of production and distribution should 
bring about falling prices without the 
deadening effects on business which Sir 
Josiah Stamp dreads. 

The objects of the Stable Money As- 
sociation are laudable, and the efforts of 
its sponsors to carry them out are mani- 
festly sincere. But it would seem to be 
a fair inference from some of the liter- 
ature originating with the organization 
that it hopes to achieve stability by a 
manipulation of the discount rate and 
other artificial means for regulating the 
credit supply. Before resort is had to 
such doubtful expedients it could well 
be wished that our monetary system 
should undergo needed revision, and 
that some inflationary features be elim- 
inated from our banking system. 

The gold standard is under attack and 
its future existence is imperilled. This 
is not due so much to the imperfections 
of the standard itself as to the ill effects 
produced by interference with its free 
workings. Few realize the differences 
existing between the gold standard of 
today and that prior to 1914. 

If there is to be a more satisfactory 
working of the gold standard, it will 
not be brought about by artificial regu- 
lations and manipulation, but by the 
removal of those factors which now in- 
terfere with its free operation. 

However well-intentioned, the seven 
wise men constituting the Federal Re- 
serve Board at Washington cannot safely 
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be entrusted with the fixing of prices 
and the control of credit. It is hoped 
that the Stable Money Association will 
also refrain from engaging in a like fu- 
tile undertaking. 


FINANCIAL HOUSE-CLEANING 
IN ORDER 


as we have lately experienced, are 

usually devoted largely to opti- 
mistic outgivings as to the soundness of 
“fundamental conditions,” and how 
really well off the country is after all. 
This tendency has its value, for it saves 
us from sinking into a condition of 
lethargy or of despair that would in- 
definitely delay recovery. But the ex- 
periences of the autumn of 1929 will be 
doubly costly if they do not bring about 
some practical measures designed, to the 
extent possible, to prevent their recur- 
rence. In this work the stock exchanges, 
the banks and investment houses should 
co-operate. Especially should many of 


Geek following a panic, such 


Federal Examination 


of the :Federal Reserve System 
and all of their affiliated banking 
institutions by the Federal Comptroller's 
ofice was advocated by Walter W. 
Head, president of the Foreman-State 
National Bank in a recent address be- 


Fhe Feder of all members 


Illinois 
Palmer 


the 
the 


conference of 
Association at 


fore the 
Bankers 
House. 
“While I am by no means ready to 
recommend that the Federal Reserve 
banks be deprived of the privilege which 
they now enjoy, of examining their 
members,” said Mr. Head, “yet I am 
convinced that the Comptroller’s office 
should have, and should exercise, au- 
thority to examine all members of the 
Federal Reserve banks and all of their 
affliated banking institutions. There 
is a wide diversity of opinion as to the 
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the investment trusts and other financial 
organizations do some drastic house: 
cleaning. They might well begin, in a 
number of instances, with a simplifica- 
tion of their financial setup. You began 
with so many shares of preferred and 
common stock of one of these concerns. 
Where do you stand today? How many 
changes, even in the title of your con- 
cern, have taken place? Your shares 
have been exchanged, split up and put 
through other dubious financial proc- 
esses. So complex are these transforma- 
tions that even the chief officers of the 
concerns no longer understand what 
they mean. The organizations themselves 
and their several classes of securities 
should be so simplified as to be within 
the comprehension of persons of ordi- 
nary intelligence and financial sense. 
The financial organizations of our coun- 
try have no call to sit down in sackcloth 
and ashes, but not a few of them should 
embrace the present opportunity for vol- 
untary house-cleaning and thus antici- 
pate the visit of the sanitary squad. 


of Reserve Members 


extension of such authority to affiliated 
institutions which do not receive de- 
posits or accept public trusts. In most, 
if not all, cases where difficulties over- 
take afhliated institutions, the same 
trouble would affect the parent or: 
ganization. 

“Interlocking relationships necessarily 
affect all members of such banking com- 
binations. In the case of holding com 
panies owning a number of banks, state 
authorities frequently do not have the 
facilities for thorough and complete ex: 
amination and, more important, as such 
chains extend beyond state limits, there- 
fore, no single state has the necessary 
authority. A lack of Federal regulation 
and examination in such cases results in 
a lack of adequate regulation, a condi- 
tion to which we, asi bankers and busi 
ness men cannot subscribe.” 





The Outlook for Interest Rates 


Economist Looks for Lowered Rediscount Rates, Cheap Credit, an 
Uncertain Bond Market and an Adequate Supply of Capital 


By Davin Fripay 


YEAR ago the outlook for interest 
Az depended upon the prospects 
for gold imports during 1929, 
upon the continuance of speculation in 
the stock market, and upon the extent 
and duration of high business activity. 
It was clear that no perceptible easing 
of money rates would occur unless gold 
flowed into America or business went 
into a period of sharp recession—or 
both. For as long as business and 
profits continued at the high level 
which characterized the first three 
quarters of the year, the rise in the 
security markets was bound to continue. 
As long as the advance in stock prices 
persisted, there was no probability of a 
moderation in the policy of credit re- 
striction which the Federal Reserve 
System had pursued since the spring of 
1929. Without such a moderation, no 
fall in interest rates was probable. 

At the beginning of 1930, all these 
conditions which were recognized as in- 
dispensable to a decline in these rates 
have been fulfilled. Our stock of 
monetary gold is $142,000,000 larger 
than it was at the beginning of 1929. 
Business has had a marked recession; 
the level of production during these 
last two months has been 12 per cent. 
under the previous year; and the boom 
in stocks has suffered an historical col- 
lapse. The Federal Reserve System has 
changed its policy in two important 
respects. It has reduced its rediscount 
rate from 6 to 4Y2 per cent. for most 
of the banks; and it has increased its 
heldings of acceptances and Govern- 
ment bonds from the figure of $215,- 
000.900, where it stood late in July, to 
$775,00,000 at the end of the third 
week in January. The money which 
the Federal Reserve has paid out in re- 
turn for these assets has been used by 


the member banks of the system to re- 
duce their rediscounts. These have 
fallen from over $1,000,000,000 in the 
summer and early autumn to $433, 
000,000. 

As a result of these changes in the 
situation, the rate on prime commercial 
paper has fallen from 61% per cent. to 
44%. The open market acceptance rate 
is down from 5Y% to 4. Call loans 
have fallen from an average of 8% 
per cent. in September to 4/2 per cent. 
Bond prices have risen somewhat, but 
their advance has been disappointing. 
Only the Government bonds are higher 
today than they were a year ago. Cor- 
porate issues are only about one and 
one-half points above the low which 
they reached before the break in the 
stock market in October. They are 
still several points below the level of 
a year ago. 


LOWER REDISCOUNT RATES LIKELY 


What is the outlook for interest rates 
during the remainder of 1930? The 
Federal Reserve rediscount rates are 
hardly likely to rise above 4/2 per cent. 
They should fall below that level. With 
a reserve ratio of 76 per cent., it would 
require some very special situation to 
move the banks to raise the rate. Busi- 
ness is now in a state of recession, and 
in that situation it is the proper desire 
and function of a central bank to lower 
rediscount rates and not raise them. It 
is reasonable to suppose that the Re- 
serve banks will do just that. 

The one development which might 
lead to a retention of the present re- 
discount rate or to an increase in it 
would be the resumption of gold ex- 
ports on a large scale. No such move- 
ment of the yellow metal appears likely 
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to the writer. A year ago it appeared 
to him that the economic forces at 
work would result in gold imports of 
at least $200,000,000. During the 
eleven months which ended with Oc- 
tober, 1929, the country added $258,- 
000,000 to its gold stock. Since the 
end of October we have lost $103,- 
000,000 of that. This leaves our pres- 
ent stock at $4,283,000,000, which is 
$155,000,000 higher than it was four- 
teen months ago. During that period 
we have received two-thirds of all the 
newly produced gold which went to 
monetary uses. At the beginning of 
this period many economic and financial 
writers predicted a further loss of gold 
rather than an inflow, but the funda- 
mental economic factors of the situa- 
tion were against them and proved 
them wrong. Several nations of the 
world, notably Germany and Argen- 
tina, had more gold than they needed; 
while England and Canada needed our 
commodities which were exported to 
them worse than they did gold, and so 
paid us the yellow metal on balance. 
Our export balance was large through- 
out the first part of 1929; and money 
rates, under the policy of restriction 
which was being pursued, were so high 
as to cut down the export of capital 
and to attract funds from abroad. Un- 
der such conditions an import of gold 
was an entirely natural economic con- 
sequence. This was especially true in 
view of the fact that practically no 
nation needed much gold. 


INDICATIONS POINT TO GOLD IMPORTS 


At the beginning of this year the 
foreign countries are still less in need 
of gold than they were twelve months 
ago. Certainly the $200,000,000 of 
new monetary gold which will be pro- 
duced during this year will be more 
than adequate to meet any imaginable 
needs abroad. It is more than likely 
that we will get at least one-fourth of 
that new gold. The coin and bullion 
reserve of the Bank of England had 
fallen to approximately £130,000,000 
during the early autumn of this last 
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year. After the raising of its redis- 
count rate and the collapse in our se- 
curity markets, its gold holdings grew 
with amazing rapidity, and now exceed 
£151,000,000. This will doubtless con- 
tinue to grow, for the great bulk of the 
newly-produced gold flows through the 
London market, and the forces which 
carried it out of that market during 
1929 will be less potent this year. 

Before many months the Bank of 
England should once more have a sur- 
plus of gold. The country which added 
to its gold stock in amazing and un- 
necessary degree was France. It has 
increased its holdings by $350,000,000, 
and now has a gold stock which ex- 
ceeds $1,700,000,000. This is $43.50 
for every man, woman and child, com- 
pared with $35.40 in the United 
States and $13 in England. Germany 
has less than $9 per capita. France is 
ambitious to become a world banking 
center and to establish a bill market. 
In view of the fact that England, with 
her limited amount of gold, is already 
the world’s bill market, it is clear that 
France has abundant gold for this pur- 
pose. Her problem is not that of add- 
ing to her gold supply; it is rather one 
of exporting her capital. 

The protection of our gold reserves 
need, therefore, give the Federal Re 
serve System no worries during the 
coming year. It will not be necessary 
to raise rates, nor even to maintain 
them at the present level because of the 
reserve ratio. 


THE CREDIT SUPPLY OUTLOOK 


With the rediscount rate at 4!/2 per 
cent., or even lower, money rates to 
commercial borrowers should not rise 
above their present levels. If the Fed’ 
eral Reserve follows out its policy, so 
often avowed during the last year, of 
making credit abundant for business at 
reasonable rates, then the commercial 
paper rate and the buying rate on ac’ 
ceptances should decline further. Busi 
ness needs cheap credit as a stimulus 
in times of depression. In times of 
boom, it does not much matter what 





THE BANKERS MAGAZINE 


rate it pays on commercial loans; the 
experience of the first nine months of 
1929 demonstrated that conclusively. 
While the level of industrial produc- 
tion, according to the Federal Reserve 
Board’s index, ran from 100 at the 
close of 1927 to an average of 123 dur- 
ing the six months from April to Sep- 
tember, 1929, the Reserve banks were 
following a policy of credit restriction. 
Despite the fact that the Reserve banks 
made every attempt to keep credit easy 
for industry while tightening it for the 
stock market, the rates on prime com- 
mercial paper increased from 51% per 
cent. in December, 1926, to 61% in the 
autumn of 1929. Bankers’ acceptances 
rose from 42 to 5Y2 per cent. If the 
Federal Reserve System follows out this 
program to its logical conclusion, it will 
do everything in its power to reduce 
these rates below their present level. 
For while these rates are both decidedly 
below the level which has prevailed 
since the middle of 1928, they are still 
above any rates which prevailed pre- 
viously in any month since the spring 
of 1924. It hardly seems credible that 
the Federal Reserve will be satisfied to 
leave them at this level. 

The member banks are in a mood to 
assist in this reduction of rates to com- 
mercial borrowers. For they are de- 
sirous of increasing their commercial 
loans, and especially their volume of 
paper eligible for rediscount with the 
Federal Reserve banks. During the 
last several years they have been sub- 
jected to some criticism because of the 
fact that their additions to the loan 
account consisted so largely of ad- 
vances on securities. During recent 
years about 60 per cent. of the increase 
in loans has consisted of this latter 
category. At the same time the loans 
eligible for rediscount at the Federal 
Reserve banks declined from $4,920, 
000,000 on June 20, 1926, to $4,598,- 
000.900 on October 4, 1929. This 
sligh' decline in rediscountable paper, in 
the :ace of an increase of loans from 
$22 60,000,000 in 1926 to $26,164,- 
000.000 in October, 1929, has been the 
prov cation for much colorful rhetoric 
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which falls under the general classifica- 
tion “Jeremiads.” This criticism is un- 
warranted for the most part. The 
highest point reached by rediscounts 
during this period was $1,153,000,000 
in July, 1929. This is almost exactly 
one-fourth of the paper eligible for 
rediscount. The highest point ever 
reached by rediscounts in the period of 
inflation in 1920 was $2,827,000,000. 
The eligible paper still exceeds by a 
wide margin any imaginable amount re- 
quired for purposes of rediscount. 


ELIGIBLE PAPER CRITICISM UN- 
WARRANTED 


In addition to this rediscountable 
paper the banks hold Government bonds 
which are likewise available as collateral 
for rediscounting at the Federal Re- 
serve banks. The sum of United 
States Government securities and loans 
eligible for rediscount on October 4, 
1929, was $8,619,000,000. The two 
items combined are at practically the 
same level at which they stood in 1926. 
These figures should prove pretty fully 
the groundlessness of the concern which 
has been expressed over the decline of 
assets eligible for rediscount at the 
Federal Reserve banks. Yet the matter 
has been emphasized so much during 
the last few years, and there has been 
so much carping over the growth of 
loans on securities that the member 
banks will welcome every opportunity 
to increase their advances on commercial 
borrowings while they continue to 
liquidate some of their collateral loans. 
Easy rates on commercial loans will 
help to hasten this process of readjust- 
ment in the assets of the member banks. 

Thus far the discussion has been de- 
voted to money rates on bank credit. 
What of the rates which the investor in 
bonds will be able to secure for his 
capital, and which the corporation or 
government which issues bonds must 
pay? These long-time interest rates 
which determine the prices and yields 
of bonds depend primarily upon the 
supply and demand of capital, and 
secondarily upon Federal Reserve policy. 
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For short periods the credit policy of 
the Federal Reserve System has a 
potent effect upon the movement of 
bond prices and yields. Anyone who 
examines the purchases and sales of 
Government bonds by the twelve Fed- 
eral Reserve banks since 1922 must be 
convinced that the operations of these 
institutions have been a factor of great 
importance in explaining the movement 
of bond prices throughout this period. 


MOVEMENTS OF ‘BOND PRICES 


Throughout these eight years there 
have been two pronounced upward 
movements of bond prices and two de- 
clines. All these movements were ac- 
companied by, or at least initiated by, 
corresponding increases or shrinkages 
in the holdings of bonds by the twelve 
Federal Reserve banks. The first great 
upsweep in bond prices came between 
the autumn of 1921 and the end of 
1922. During this period the bonds 
rose in fifteen months, according to the 
New York Times index for forty do- 
mestic bonds, from a level of 68.58 to 
82.25. This was an increase of 15.67 
points, or more than 20 per cent. This 
rise in prices was accompanied by an 
increase in the bond holdings of the 
Federal Reserve banks from $265,000,- 
000 to $603,000,000. This was fol- 
lowed by a decline which ran from the 
autumn of 1922 practically to the end 
of 1923. During that time the Federal 
Reserve banks sold over $500,000,000 
of their bonds, and by November, 1923, 
held on the average only $83,000,000 
of these assets. Bond prices fell from 
82.25 to 75.59. 

Then came a new outburst of bond 
buying. It began with the rapid reces- 
sion of business which set in early in 
1924. The accumulation of bonds con- 
tinued until November of that year. 
The Reserve banks added $500,000,000 
of bonds to their holdings, and bond 
prices rose from 75.59 to 82.02. By 
this time the American public had be- 
come persistent bond buyers. The prices 
had been rising steadily since the 
autumn of 1923 and went to new highs 


early in 1925. This public demand 
carried the upward movement forward 
throughout the remainder of 1925 and 
1926, in spite of a somewhat moderate 
reduction in the holdings of the Re- 
serve banks. Then, in 1927, the Fed- 
eral Reserve once more bought bonds, 
adding $300,000,000 to its holdings by 
the end of the year. This brought 
them once more to the high-water 
mark of 1922 and 1924. 


FEDERAL RESERVE BOND DUMPING 


In January, 1928, the Federal Re- 
serve inaugurated a new policy with 
respect to bond holdings. It began to 
reduce its holdings promptly in the 
first week of that month, and by the 
end of March had sold $200,000,000. 
During this period, however, the pur- 
chases of the member banks and the 
public offset the selling of the central 
banks. Bond prices continued to rise 
until April, 1928, when they reached 
their high of 93.32. This was 25 points 
above the low of June, 1921, and 18 
points above the low of 1923. The 
Reserve banks continued to sell bonds 
throughout the next fifteen months. 
By July, 1929, they had reduced their 
holdings to $136,000,000. At the same 
time they had increased the rate of re- 
discount three times from 32 per cent. 
to 5 per cent. At the same time they 
were objecting strenuously to any in- 
crease of loans on securities on the part 
of member banks which were discount’ 
ing at the Federal Reserve. The more 
shrewd and far-seeing of these member 
banks met the situation by selling bonds. 
Thus the selling of the members was 
added to that of the Reserve banks. 
This continued throughout the fifteen 
months following June, 1928, during 
which time the member banks of the 
Federal Reserve System had shrunk 
their bond holdings from $10,758,000, 
000 on June 30, 1928, to $9.748,000, 
000 on October 4, 1929. This was a 
decrease of $1,010,000,000. 

With rising interest rates, a critical 
attitude on the part of the Federal Re 
serve toward increased loans on se’ 
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curities by members, and this dumping 
of over $1,000,000,000 of bonds on the 
market, the prices of bonds naturally 
fell. They had reached a high of 93.32 
in April, 1928; in October, 1929, they 
fell to 84.48. This brought them to 
the level which prevailed in the summer 
and autumn of 1925. 

Since November we have entered a 
new period. The Federal Reserve 
banks have added $350,000,000 to their 
holdings of Government bonds, and 
bond prices have risen a little over two 
points from their low. If the Federal 
Reserve continues to hold the present 
volume of bonds and maintains its 
total holdings of open market assets at 
their present level, we shall develop a 
real bond market. If, however, the 
Reserve System insists on selling several 
hundred millions of its open market 
holdings during the next few months, 
there is little hope of developing any 
widespread demand for bonds. The in- 


vesting public has become disgusted 


with bonds which have declined by the 


total amount of interest which they 
have received on them. It will require 
a sustained rise in bond prices to re- 
establish a broad and active market for 
bonds. Whether this is done or not 
will depend in large measure on Re- 
serve policy. 


IS THERE A PRESENT CAPITAL SHORTAGE? 


There are those who doubt whether 
we can have a broad bond market with 
rising prices, because they hold that the 
“essential characteristic of the present 
situation is a marked capital shortage.” 
The spokesman for this point of view 
is Professor Gustav Cassel, the eminent 
Swedish economist. He goes to the ex- 
tent of calling President Hoover's plan 
for maintaining prosperity a mistake of 
the first magnitude. He believes that 
the decline in business activity in this 
country “is directly caused by the fact 
thet current savings have not been 
suficient to maintain the production of 
apital goods on the colossal scale of 

last few years.” 
he proof which Professor Cassel 
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presents for his assertion of a capital 
shortage seems to the present writer in- 
adequate. It is all contained in one 
sentence of his article: “That a short- 
age of capital is the very kernel of the 
entire situation may be seen from the 
fact that the export of American cap- 
ital has declined sharply.” The writer 
is not one of those who is critically in- 
clined toward Professor Cassel. On 
the contrary, he considers himself a 
disciple of this eminent European au- 
thority. Professor Cassel’s epoch-making 
work, The Nature and Necessity of 
Interest, published a quarter-century 
ago, we rank at the head of economic 
literature on that subject; and we con- 
sider it one of the outstanding contribu- 
tions in the history of political economy. 
But with all due respect, we cannot ac- 
cept a moderate, or even a sharp, de- 
cline in the export of capital as proof 
that America is experiencing “a marked 
capital shortage.” When a central 
banking system imposes interest rates 
and practices methods of credit restric- 
tion so violent and drastic as to draw 
$260,000,000 of gold within a single 
year into a country which needs none, 
the effect is certain to be a decided 
check upon capital exports. In spite 
of this policy, however, America has 
sent a sizable amount of capital abroad 
during the last year. 

Professor Cassel sets forth the seat 
of the difficulty admirably later on in 
his own article, when he ascribes the 
limiting influence upon business to “the 
limitations imposed by the Federal Re- 
serve Board upon the volume of cur- 
rency and credit provided for industry 
and trade. This limitation has in recent 
times been entirely too rigorous.” 


CAPITAL SUPPLY WILL BE ADEQUATE 


The supply of capital consists of the 
savings of the people. These have not 
declined in America during 1929, and 
they will be large in 1930. The cash 
dividend payments to individuals, after 
excluding inter-corporate payments, 
amounted last year to $6;000,000,000. 
They will be maintained at approxi- 





178 


mately that level in 1930. This was 
about 30 per cent. higher than in 1926. 
The net addition to the assets of life 
insurance companies has increased them 
by a like amount. These two items con- 
stitute one of the principal sources of 
funds for the purchase of new security 
issues. The new capital issues of last 
year were only 25 per cent. in excess 
of 1926. This is after excluding in- 


vestment trust issues from the total of 
1929. They must be excluded, for the 
proceeds of those security sales were 
destined for the purchase of other se- 
curities. 

The savings of the American people 
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have been increasing at a rapid rate {or 
a number of years. They will be large 
in 1929 and will continue to increase 
thereafter. The demand for new cap- 
ital in America will be somewhat 
checked by the business recession which 
prevails at the beginning of the year 
1930. There will also be active com- 
petition from abroad for capital. The 
decline in American interest rates and 
bond yields will stimulate that com- 
petition. But the supply of capital will 
be large enough to meet the demand at 
lower interest rates, if we are not 
hampered by a policy of credit restric: 
tion. 


Investment Bankers See an Improved 


Bond Market 


HAT 97 per cent. of the invest- 
ment bankers of the United States 
look forward to improved condi- 
tions in the bond market during 1930 
and that 60 per cent. of such institu- 
tions have already enjoyed substantial 
increases in business, is indicated by a 
summary of replies to a questionnaire 
sent out by the research department of 
Lawrence Stern and Company, invest- 
ment bankers of Chicago and New 
York, to more than 2000 investment 
institutions throughout the United 
States. 

Although the majority of security 
dealers foresee an active and rising 
bond market in 1930, the replies to the 
questionnaire indicate a belief in finan- 
cial circles that the investment market 
in the future will be better balanced 
between stocks and bonds than hereto- 
fore. The majority believe that wide- 
spread public interest in investment 
stocks has become a permanent feature 
of the securities markets, but that, at 
the same time, there will be renewed 
and increasing interest in bonds. 

The interesting period of transition 
following the stock market break of 
1929 furnished the occasion for this 
survey conducted by the research de- 


partment of Lawrence Stern and Com- 
pany. It was believed that a cross sec’ 
tion of the opinion of representative 
security dealers throughout the country 
would be of real interest and importance 
in analyzing the present situation and in 
forecasting developments in 1930. Ac- 
cordingly, a questionnaire was distrib 
uted among investment bankers in every 
state in the union. A large proportion 
of such firms sent in replies to the 
questions asked; and a summary of 
these replies furnishes a number of in- 
teresting commentaries on current con- 
ditions in the securities markets and on 
the outlook for 1930. 

One of the interesting features brought 
out through this survey is the territorial 
distribution of the improvement in the 
bond market which has taken place 
since the stock market break. The 
brightest spot in the nation from the 
standpoint of the bond dealer, accord- 
ing to the replies tabulated, is found in 
New England, where nearly 33 per 
cent. of those reporting state that their 
business in bonds has increased 100 per 
cent. Next to New England in per: 
centage of improvement in bond sales 
is the South, particularly the Richmond 
and Atlanta Federal Reserve districts. 





Brokers’ Loans and Bank Credit 


Economist Questions Wisdom of Steady Decrease in Proportion 
of Automatically Self-Liquidating Paper in Banks’ Portfolios 


By NoRMAN MERRIMAN 
Economist and Secretary Ungerleider Financial Corporation 


(): October 2, 1929, before the 
historic crash in the stock mar- 
ket, the total of loans and 
investments of the weekly reporting 
member banks of the Federal Reserve 
System amounted to $22,830,000,000. 
On December 31, 1929, this total had 
increased to $23,160,000,000. Since 
these reporting member banks represent 
about one-half of the total commercial 
banking resources of the United States, 
it is probably a fair assumption that, in 
spite of the tremendous decline in secur- 
ity prices, there has been no liquidation 
in bank credit, which is now close to 
the extreme peak for all time. 

This situation is so unprecedented 
that there is a feeling in the minds of 
a great many people that an important 
liquidation of bank credit must still be 
effected if American finance is to rest 
on a secure foundation, and that such a 
liquidation will entail a substantial de- 
cline in security prices. 

Based on historical precedents, it is 
natural to expect that a deflation of 
bank credit will accompany a deflation 
in security prices. In the past, these two 
situations have always gone hand in 
hand for the reason that inflation of se- 
curities has invariably meant inflation 
in bank credit. 

The great bull market of 1927-29 was, 
however, unique in the fact that it was 
financed almost entirely by credit se- 
cured from non-banking sources, and 
only to a very small extent by loans se- 
cured from commercial banks. During 
the period from December 31, 1927, to 
October 4, 1929, (the latest date for 
which these data are available), the total 
ou'standing loans and investments of all 
th» national banks of the United States, 
ar’ all of the state banks belonging to 


the Federal Reserve System, grew from 
$34,250,000,000 to $35,910,000,000, an 
increase of about 4.7 per cent., or at 
the rate of about 2! per cent. a year.* 
Obviously there is nothing alarming 
about such a growth, which is rather 
closely parallel to the normal annual 
growth in population. During this same 
period the combined capital, surplus, 
reserves and undivided profits of these 
same banks increased $1,340,000,000, or 
nearly as much as the total increase in 
the amount of bank credit released by 
these institutions. 


LOANS FOR OTHERS 


During the twenty-one months ip 
question, which cover the period of the 
most sensational rise in the stock mar- 
ket, loans on securities made by non- 
banking organizations, private bankers, 
etc. (commonly classed as “others”), 
grew from $1,630,000,000 to $5,340.- 
000,000, an increase of $3,710,000,000, 
or about 230 per cent. These figures do 
not include an unknown amount loaned 
through New York banks for customers 
of out-of-town banks, nor do they in- 
clude an unknown amount loaned di- 
rect by these “others” in New York 
City to non-members of the New York 
Stock Exchange, and in other cities both 
to members and non-members of the 
Exchange. The total of such unreported 
loans by “others” is impossible to esti- 
mate statistically, but it is quite probable 
that this total was substantially above 
a billion dollars at the beginning of last 
October. 


*These banks represent nearly 75 per cent. 
of the country’s commercial bank resources. 
Statistics showing the position of the remain- 
ing banks on October 4, 1929, are not yet 
available. 
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The enormous growth in these loans 
was partly due to the speculative fever 
which swept over the country, infecting 
all classes of people from bootblacks to 
bank presidents, and partly due to the 
endeavor of the Federal Reserve author- 
ities to make business money easy to 
get and speculative money hard to ob- 
tain. This policy caused the income on 
collateral loans to become so much 
higher than the interest return that 
could be obtained on high grade securi- 
ties, or the interest paid by banks on 
time deposits, that a steady growth in 
the total of these loans was inevitable, 
as was pointed out by the writer as far 
back as October, 1928. Conversely, it 
was to be expected that just as soon as 
the return on sound securities or on 
time deposits in banks became greater 
than the return on collateral loans, there 
would be a reduction in the total of 
such loans made by “others.” With call 
money now* ranging from 32 per cent. 
to 44. per cent., and with a charge of 
one-half of 1 per cent. to the lender for 
the service of the bank in making the 
loan and checking the collateral, etc., 
and with the distinct possibility that 
even lower rates will be quoted during 
the next month or two, it is quite log- 
ical to expect a further gradual decrease 
in the total of these loans. 

Between October 1 and December 31, 
1929, the total of the known loans for 
“others” declined from the peak of $5,- 
340,000,000 to $2,150,000,000, so that 
about 85 per cent. of the increase in 
credit extended by “others” between De- 
cember, 1927, and October, 1929, has 
now been liquidated. A further reduc- 
tion in the total of these loans might 
conceivably throw some load on the 
shoulders of the banks if there were not, 
at present, influences at work tending to 
make this burden unimportant. 


NEW SECURITIES ISSUES 


During the months of November and 
December in 1929 and thus far during 
January in 1930, the total of new sécuri- 


*January 8, 1930 


ties being issued by underwriting houses 
throughout the United States has fallen 
to an unusually low level. New se- 
curities issued during the months of 
November and December have only to- 
taled about $600,000,000, or about 
$300,000,000 per month, and a substan- 
tial part of these was for refunding pur- 
poses. This rate of issuance compares 
with an average of $926,000,000 per 
month for the first ten months of 1929, 
and a peak of $1,615,000,000 for the 
month of September, 1929. Events have, 
of course, shown that the rate of issu- 
ance of new securities during the first 
three quarters of 1929 was abnormally 
high, and an analysis of the flotations 
indicates that the figures represent, to a 
considerable extent, a duplication** of 
existing securities. Nevertheless, the 
rate of issuance of new securities during 
the last two months has undoubtedly 
been a good deal less than the savings 
of the American public available for in- 
vestment in securities. 

As a result of this situation, a goodly 
part of the normal reinvestment demand 
is being forced into existing securities, 
thus tending to reduce indebtedness of 
underwriting houses and brokers. If this 
condition of a materially reduced rate 
of issuance of new securities continues 
for any length of time, it will automat: 
ically bring about some reduction in 
bank loans against securities. A reduc’ 
tion brought about in this manner is 
normally accompanied by rising prices 
of securities 


A CONSTRUCTIVE TREND 


Another constructive development of 
some importance, the influence of which 
is similar to that just outlined, is the re- 
cent trend toward reduction of capital 
by investment trusts and other corpora: 
tions, through the retirement of their 
own securities purchased with their sur- 
plus cash. A number of large organiza’ 


**For an interesting discussion on this 
point see article on “The Financial Corpora’ 
tion and The Stock Market,” -by A. M. Wol- 
kiser, in THE BANKERS MaAGAZziNE for 
November, 1929. 
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tions have already reduced their capital 
in this manner, and others have an- 
nounced plans for doing so in the near 
future. Naturally any such operations 
tend to result in the liquidation of out- 
standing security loans. 

Since the great bull market of the 
last two years was financed almost en- 
tirely, as has been shown above, through 
loans made by non-banking organiza- 
tions and since nearly all of the credit 
utilized to accomplish this advance has 
already been liquidated, and the balance 
is being slowly eliminated, we can see 
no particular reason why it will be neces’ 
sary for the country to undergo a fur- 
ther period of market deflation in order 
to accomplish additional liquidation. 


PURCHASES OF “EMERGENCY” POOLS 


In the January issue of THE BANK- 
ERS MAGAZINE the writer outlined a 
number of reasons for belief that the 
purchases of “emergency” pools or 
groups, during the panic, had been much 
larger than was popularly supposed, and 
that this was the chief reason why out- 
standing bank loans on securities have 
shown no reduction in the last ninety 
days. In general such holdings may be 
considered a repressive influence, for it 
is to be expected that, in time, they will 
be sold. However, barring distribution to 
permanent investors, these securities 
could not be in stronger hands, for they 
are owned by the security corporations 
of the country’s largest banks, and by 
groups of extremely wealthy individ. 
uals, who have no obvious reason to 
dispose of them until the securities are 
at levels assuring satisfactory profit. The 
tendency of such holders is to exert their 
influence, and their influence in finan- 
cial circles is of very great weight, in 
favor of higher prices, and not lower 
prices. When these stocks have been re- 
distributed their weight will tend to de- 
press the prices of ‘securities, but, until 
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that time, in view of the present strong 
financial situation of both the Reserve 
banks and the member banks, there is 
little justification in considering loans 
made by banks for the purpose of carry- 
ing these securities, a menace either to 
the credit situation or the stock market. 

The one question that is raised by an 
analysis of the trend of the loans and in- 
vestments of the American banking in- 
stitutions during the last few years is 
the wisdom of the steady decrease in the 
proportion of automatically self-liquidat- 
ing paper, and the increase in the pro- 
portion of securities which are not 
automatically self-liquidating.* 

This situation is the logical economic 
development of the concentration of 
business in the hands of large corpora- 
tions which do not need to borrow tem- 
porary amounts on paper based on the 
production or distribution of goods. As 
a result the transactions of our great 
banks are becoming more and more im- 
portantly associated with security trans’ 
actions, and they have fewer and fewer 
dealings (proportionately) with com- 
mercial transactions. Nearly all bankers 
in the large cities are cognizant of this 
situation because of their own difficulty 
in keeping a satisfactory proportion of 
their funds in paper eligible for redis- 
count at the Reserve banks. What the 
ultimate outcome of this trend will be 
is difficult to foretell, and he would in- 
deed be an optimist who would say that 
our present banking vehicle may not 
need a thorough overhauling to carry it 
over this untravelled road. In any event, 
there can be no doubt that this subject 
deserves more careful thought and re- 
search than it has yet received from 
either the banking or economic fraterni- 
ties. 


*For an interesting analysis of this situa- 
tion, see article in The Annalist, August, 


1929, on “Deterioration of the American 
Bank Portfolio,” by E. C. Harwood. 





The Economics of Life Insurance 


By CaLvin COooLIpGE 


UR people are now purchasing 
O insurance at the rate of $20,- 

000,000,000 per year, and re- 
ceiving in matured policies about $2,- 
000,000,000 per year, of which nearly 
three-quarters goes to living policy- 
holders. Every twelve months this vast 
sum finds its way back into the in- 
vestments and expenses of the people. 
This generation is now committed to 
pay the premiums on over one hundred 
billions of insurance, which is rapidly 
increasing, and the companies are com- 
mitted to return that sum plus divi- 
dends as policies mature, to beneficiaries. 
The economic results from the accumu- 
lation and distribution of this incon- 
ceivable treasure, which is nearly one- 
third of the present national wealth, are 
beyond our power to estimate. They 


will be a most potent factor in increas- 
ing our national welfare and have an 


enormous effect on the future course 
of business. 

The most significant evidence of the 
soundness of the economic thought of 
the nation is the present yearly pur- 
chase of nearly twenty billions of new 
life insurance, the deposit of about 
three billions of savings in payment for 
insurance, and the distribution of nearly 
two billions in policy maturities among 
the people by the insurance companies. 

When we examine the reasons for 
this marvelous development of insur- 
ance we have to conclude that it is be- 
cause it fits into the scheme of our in- 
stitutions. It is a real movement of the 
people. It represents a positive develop- 
ment in economic democracy. Reliable 
authority informs us that sixty billions 
of our insurance is issued to persons 
who have an average income of less 
than $5000. It is a demonstration of 


From an address delivered: recently before 
a convention of ‘New York Life Insurance 
Company agency directors at St. Peters- 
burg, Fla. 
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the ability of the people at large to pro- 
vide for their old age and their de- 
pendents. In spite of all apparent ex- 
travagance, here is indisputable evidence 
of a most thrifty and secure provision 
for the future. It shows a foresighted- 
ness, a power of self-control and self- 
denial, that all contribute to the high 
character of the people. 


POLICYHOLDER A BETTER CITIZEN 


A policyholder is a better citizen. He 
has an interest in the well-being of the 
country that he has bought and paid 
for, a contract which guarantees a lib- 
eral payment to him and his bene- 
ficiaries. He is on the road toward 
some degree of economic independence 
and equality. He can work for the 
country with the assurance that the 
country is working for him. When 
persons qualify to vote they come into 
possession of a political estate in the 


nation, when they take out a policy . 


they come into possession of a property 
estate in the nation. Insurance is of 
the essence of democracy. 

Who can measure the humanitarian 
results, the moral effects on the United 
States of 67,000,000 policyholders! 

But life insurance is serving in a still 
broader field. It has the greatest ac 
cumulation of capital outside the banks 
and this is now increasing about one 
and three-quarters billions each year. 
Here is a large fund of savings seeking 
investment. It goes into the financing 
of government debt, public works, agri- 
culture, transportation, public utilities, 
industry, buildings and other enterprises. 
It is an important source for the supply 
of capital which increases the mechanical 
horsepower and the other facilities that 
are at the service of our manual labor- 
ers for enlarging their productive ca- 
pacity, raising their wages, and giving 
them more of the material and in- 
tellectual rewards of life. 
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Country Bank Investment Trends 


A Survey and Analysis of the Trend of Outside Investments of 
Country National Banks of Twenty States Over 
the Period 1906-1928 


By Vircit P. LEE 


Head of the Department of Marketing and Finance, Agricultural and 
Mechanical College of Texas 


HAT security investments are be- 

coming a more and more important 

part of the business of country 
banks is generally recognized among 
bankers. But it is probable that few 
bankers realize just how revolutionary 
the change has been during the twenty- 
two years since 1906. 

According to the report of the Comp- 
troller of the Currency for January 29, 
1906, the average country national bank 
had $68,000 invested in bonds, stocks, 
and other securities, excluding United 
States Government bonds, to secure 
circulation. This was approximately 16 


per cent. of the total loans (including 
discounts) and investments of the aver- 


ow 
SoS 


age bank. The report for the early 
part of 1924 indicates that the average 
country national bank had $315,000 in- 
vested in securities other than bonds to 
secure circulation, or approximately 30 
per cent. of its total loans and invest- 
ments. About the same time in 1928 
the average bank had $445,000 in invest- 
ments. This was slightly more than 34 
per cent. of total loans and investments. 
Thus from 1906 to 1928 the amount 
invested increased from $68,000 to 
$445,000, or about 650 per cent., and 
the percentage of the bank’s loans and 
investments which were in the form of 
investments increased from 16 to 34. 


AMOUNT aNp PER CENT oF TOTAL LOANS anv INVESTMENTS 
IN THE FORM or INVESTMENTS — ALL U.S. 
COUNTRY NATIONAL BANKS 
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WESTERN AND SOUTHERN STATES 


But these average figures do not show 
adequately the changes in the volume 
of country bank investments in various 
parts of the country. In many states 
the increase has been much greater. 
Country national banks in many West- 
ern and Southern states had almost 
nothing invested in securities aside from 
bonds to secure their circulation. Thus 
in 1906 Arkansas country national 
banks had only 3 per cent. of their total 
loans and investments in the form of 
investments, whereas, in 1928 they had 
25 per cent. in investments. The per- 
centage increased from 7 to 27 in Iowa; 
84 to 24 in Kansas; 4 to 11 in Louisi- 
ana; 12 to 42 in Michigan; 5% to 41 
in Minnesota; 9 to 29 in Missouri; 9 to 
34 in Montana; 3 to 20 in Nebraska; 
8 to 33 in New Mexico; 444 to 344 
in North Dakota; 11 to 39 in Oklahoma; 
34 to 16Y in Texas; 17 to 43 in Wash- 
ington; and 7/4 to 33 in Wyoming. 
The average of the percentages for 
these fifteen states shows that in 1906 
their country national banks had 7!4 
per cent. of their total loans and invest- 
ments in the form of investments, while 
by 1928 it had increased to 30 per cent. 
So, in this group of states the relative 
importance of investments was just four 
times as great in 1928 as it was in 1906. 


EASTERN STATES 


The percentages for a few of the 
Eastern states will indicate that the 
change in that section has not been so 
marked during this period. Thus, the 
country national banks in Connecticut 
had 22 per cent. of their loans and in- 
vestments in the form of investments in 
1906. By 1928 the percentage had in- 
creased to 39. The percentage increased 
in Maryland from 294 to 41; in Massa- 
chusetts from 1514 to 37; in New 
Hampshire from 27 to 38; and in New 
York from 25 to 45. Of course the 
actual increase in the amount invested 
by the Eastern banks was great, but it 
did not involve such a significant change 
in the distribution of the banks’ earning 


assets. These banks were already im- 
portant investors in 1906. 

Details for the Iowa and Texas coun: 
try national banks give an indication of 
the trend for Western and Southern 
agricultural states. In 1906 Iowa had 
276 country national banks with an 
average investment in securities, other 
than bonds to secure circulation, of 
approximately $18,000 each. The 440 
country national banks in Texas had an 
average investment of only $7000 each. 
In 1928 Iowa had 264 country national 
banks with an average of $177,000 in 
investments. Texas had 598 country 


national banks with an average of $101,- ° 


000 in investments. Table I shows the 
average amount of investments (less 
bonds for circulation) and the average 
per cent. of total loans and investments 
which is in the form of investments 
among country national banks of Iowa 
and Texas in 1906, 1907, 1912-19, and 
1921-28. 

The sudden jumps in investments in 
1918 and 1919 are due largely to the 
heavy investment in liberty bonds. There 
was a marked decrease in 1921 and 1922, 
but since 1922 the amount invested per 
bank has more than doubled. Likewise, 
the percentage of loans and investments 
in the form of investments has increased 
more than 100 per cent. 


SIGNIFICANCE OF CHANGE 


In the first place, the increase in in- 
vestments among country banks calls for 
a new type of credit analysis. The 
banker may be an expert on farm loans 
and at the same time a very poor man- 
ager when it comes to buying bonds, 
stocks, or acceptances. An_ entirely 
different type of credit analysis is in- 
volved. In the one case he must know 
the character and productive ability of 
his customer who is his neighbor, while 
in the other case he must analyze Gov- 
ernment and corporation financial state’ 
ments and study the trend of stock and 
bond prices. 

In the second place, securities are 
gradually supplementing cash and de- 
posits in other banks as a reserve against 
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Table I. 
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Average Amount and Per Cent. of Total Loans and Investments in the Form of 


Investments—Country National Banks in Iowa and Texas, 1906-28. 


Average investments per bank 
(in thousands of dollars) 


Year 
1906 
1907 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 


Iowa 
18 
23 
20 
20 
Zi 
22 
22 
26 
73 

162 

110 
64 
68 
72 
99 

122 

142 


LN i 101 


deposits. With an ever-increasing num- 
ber of securities actively traded in on 
the exchanges, many securities can be 
as readily turned into cash as can de- 


posits. The big task of the banker now 
is to select securities in such manner that 


he will maintain maximum earnings and 
at the same time assure himself of the 


necessary liquidity of his funds. In 
other words, it is a matter of properly 
apportioning his earning assets other 
than loans. How much should be kept 
as cash in his vault, how much as de- 
posits with correspondent banks, and 
how much should be invested in securi- 
ties? Once he has determined how 
much can be used for investment, he 
has the problem of allotting a certain 
portion to investments that are readily 
marketable, and the remaining portion 
to securities which have greater yields. 
Whereas the country banker of twenty 
years ago depended largely upon crop 
conditions and an accommodating cor- 
respondent for liquidity, he now de- 
pends upon his reserve bank and the 
salability of bonds and other securities. 
Hence in the selection of securities the 
banker must buy a certain portion with 
a view to their salability. At the same 
time the banker may make the mistake 
of placing all his investment funds in 
very low-yielding, readily marketable 


Texas 


Per cent. of total loans and 
investments in investments 


Iowa Texas 
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securities, when 25 to 50 per cent. in 
this type of security would be an ample 
guarantee of liquidity for the needs of 
his bank. The practice among some 
bankers of restricting their investments 
to Government or municipal bonds is 
simply a short-cut to safety. Proper 
selection of a few railroad and industrial 
bonds or even stocks, will often result 
in a considerably higher return, and 
still allow the banker to have an ample 
supply of liquid investments. 


OVER-ANXIETY TO MAINTAIN LIQUIDITY 


Extreme cases of over-anxiety to main- 
tain liquidity of funds are found in a 
study made by the writer of eighty-four 
country national banks in Texas in 1928. 
Fourteen of these banks had earning 
assets ranging between $400,000 and 
$600,000. In three of the banks the 
“cash and due from other banks” item 
was more than one-third of the total 
amount of their earning assets. This 
item in one bank was equivalent to 47.1 
per cent. of its earning assets. It is 
true that 92.3 per cent. of its “cash and 
due from other banks” item was earning 
interest, but the rate was approximately 
2 per cent. This bank had bonds and 
securities equivalent to only 12.3 per 
cent. of its total earning assets. Among 
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Table II. Percentage Distribution of Earning Assets of Fourteen Texas Country National 
Banks with Total Earning Assets of $400,000 to $600,000. 


Bonds, stocks, 
and securities 
other than bonds 
for circulation 


24.2 
15.2 
M.3 
39.2 


Loans and 
discounts 
59.5 
62.2 
65.6 
45.7 
40.8 12.9 
76.9 16.5 
71.3 8.4 
84.1 12:7 
68.7 13.6 
51.8 22.0 
74.3 
81.2 
52.0 
77.6 
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eighteen banks with earning assets from 
$200,000 to $400,000, five had a “cash 
and due from other banks” item equiva- 
lent to more than 30 per cent. of their 
earning assets. For one bank this item 
was 32.9 per cent. of its total earning 
assets and the bank had no security in- 
vestments; for another the item was 30.6 
per cent. of its earning assets and it had 
investments equivalent to 1 per cent. of 
its earning assets; for another these per- 
centages were 36.4 and 6.5 respectively. 
This sort of distribution of earning assets 
is not restricted to the smaller banks. 
One of the four banks which reported 
total earning assets of $2,000,000 to 
$4,000,000 had a “cash and due from 
other banks” item equivalent to 34.4 
per cent. of its total earning assets, and 
only 60.1 per cent. of this item was 
earning interest. This bank had only 
18.8 per cent. of its earning assets in 
bonds and other securities. 


DISTRIBUTION OF EARNING ASSETS 


Table II indicates the wide variation 
in the distribution of the earning assets 
of fourteen Texas country national 
banks with total earning assets of $400,- 
000 to $600,000. It is presumed that 
these banks had fulfilled the demand of 
their local customers for loans and dis- 
counts and, therefore, that the choice 
of the banker in the distribution of his 


Interest- 
bearing 
deposits with earning 
other banks assets 
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earning assets lay largely in deciding 
how much of the remainder should be 
invested in securities and how much 
should go into the “cash and due from 
other banks” item. Particular attention 
is called to Bank Number 4, which had 
39.2 per cent. of its earning assets in 
securities and only 8.7 per cent. in 
interest-bearing deposits with other 
banks, and to Bank Number 5 with only 
12.9 per cent. of its earning assets in 
securities and 43.5 per cent. in interest- 
bearing deposits. 


SITUATION MAY FURTHER CHAIN 
BANKING 


In the third place, the new type of 
credit analyses and the need for a nice 
adjustment of bank funds may be con- 


ducive to greater centralization of 
bank management. Many country banks 
which were essentially community af- 
fairs in 1906 now invest a large share 
of their funds in the securities of 
distant corporations and Governmental 
bodies. The 54% per cent. of total 
loans and investments which Minnesota 
banks had in securities in 1906, for 
instance, was negligible when compared 
to the 41 per cent. so invested in 1928. 
It is probable that one banking group or 
firm could select securities for a few 
scores of country banks with much 
greater skill than can the independent 
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bankers. Likewise, concentration of 
management would undoubtedly lead to 
a better distribution of earning assets 
of country banks. These suggestions 
are advanced only as_ possibilities. 
There may, of course, be many other 
factors which will prevent a widespread 
development of chain banking or branch 
banking among the country banks. 
Finally, there is the question of the 
effect of such a large volume of security 
investments upon the commercial bank- 
ing system in times of industrial and 
financial crises. Obviously a flood of 
securities held by the banks as secondary 
reserve will help to break the securities 
market which will result in heavy losses. 
The chart above indicates that country 
banks bought a large volume of securi- 
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ties in 1918 and 1919 on a rising market 
and sold a large volume in 1921 on a 
falling market. Unfortunately for the 
bankers, they are often in position to 
buy only when securities are high and 
are sometimes forced to sell when se- 
curity prices are low. 

On the other hand, if the banks have 
most of their funds in short-term loans 
they will also have losses during times 
of crises. It is a question whether the 
losses sustained directly by the sale of 
cecurities at a discount will be a heavier 
burden than the losses on loans to cus- 
tomers. Doubtless the banking system 
can liquidate more rapidly with a large 
share of its funds invested in securities, 
but the process of liquidation may be 
more expensive. 


Merger Movement Offers Serious Manage- 
ment Problem 
[an recent merging movement in 


American industry and finance has 

created business units of such 
magnitude and complexity that it is be- 
coming a serious problem to find man- 
agement capable of handling many of 
the new situations, according to Pro- 
fessor T. H. Brown of the Harvard 
School of Business Administration, 
speaking at the recent annual sales 
dinner of the International Business 
Machines Corporation. 

“I do not refer to the intellectual 
aspects of the situation,” said Professor 
Brown. ‘Mentally, the American busi- 
ness man is still working well within 
the limits of his powers; it is his physical 
capacity that is being unduly taxed. 
The sheer task of mastering and inter- 
preting the well-nigh endless summaries 


and totals created by the new set-ups is 
proving to be too much for the physical 
strength of many senior executives. We 
can now say literally that business has 
become bigger than the business man— 
except in the case of persons of ex- 
ceptional physical endowment.” 

Professor Brown indicated that he did 
not consider the outlook to be hopeless. 
“Acute as the situation may be, I be- 
lieve that it represents only a passing 
phase of business evolution. In due 
time new methods of accounting and 
statistical regulation will be evolved, 
and once again the factor of executive 
control will be re-established along fa- 
miliar lines. Until that time, however, 
the lot of scores of business men in 
high places will not be a pleasant thing 
to contemplate.” 
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The Bank of Personal Contact 


Our location in the center of the country’s 
financial district is ideal for prompt and 
comprehensive service. You will find our 
co-operation with correspondent banks 
unusually efficient and all-embracing. 


Inquiries inviled and promptly acknowledged. 


INTERSTATE 


TRUST COMPANY 


37 WALL STREET, NEW YORK 
George S. Silzer, Chairman George L. LeBlanc, President 


Member Federal Reserve System Resources over $86,000,000 
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Life Insurance Trust Development 


A Profitable Avenue for the Enlargement of the Scope of Trust 
Service by Trust Companies and Trust Departments 


By L. A. CHAMBLIsS 
Assistant Vice-President Fidelity Union Trust Company, Newark, N. J. 


ARDLY a decade ago a develop- 
H ment had its inception which has 
revolutionized the trust depart- 
ments of banks throughout the country 
to a degree which the trust men of to- 
day can hardly appreciate. That de- 
velopment was the perfection of the life 
insurance trust as an instrument that 
enables corporate fiduciaries to accept 
trusts consisting of life insurance pro- 
ceeds on a basis favorable to the insured, 
the life underwriter and the trust com- 
pany. Trust business has enjoyed an ex- 
pansion during the last ten, and parti- 
-cularly the last five years, for which the 
life insurance trust has been greatly re- 
sponsible. 

With the adoption of the life insur- 
ance trust many of the larger banks 
have also made such radical departures 
as the establishment of excellent sales 
and advertising departments. 

The life insurance trust had its origin 
in the optional modes of settlement 
whereby life insurance companies af- 
forded policyholders the privilege of di- 
recting the payment of insurance pro- 
ceeds to beneficiaries in instalments. In- 
surance companies began to write such 
types of contract as early as forty years 
ago. In the early stages, these policies 
merely allowed the insured to have his 
life insurance paid to his beneficiary on 
an instalment plan, which ultimately ex- 
hausted the proceeds. If the beneficiary 
lived beyond the period when the fund 
would be entirely paid over, there was 
no provision made for her support. In 
1893, however, a policy was devised 
and written guaranteeing a fixed income 
for twenty years following the insured’s 
death, and for the life of the beneficiary 
if the latter survived the twenty-year 
period. By 1907 New York established 


a standard form of insurance policy 
which many companies adopted. Today, 
the possibilities presented to the pur- 
chaser of modern life insurance are 
truly amazing. He may elect to have 

insurance monies distributed accord- 


Ve Believe 


in Life Insurance 


Fidelity Union Tyst Company 


Newark} New Jersey 


An example of newspaper advertising 

used by the Fidelity Union Trust Com- 

pany of Newark, N. J., to further the 
interests of life insurance trusts. 


ing to a number of different plans that 
are admirable. 


ATTITUDE OF LIFE INSURANCE COM- 
PANIES 


a-4+ & 


Competition among insurance com- 
panies, resulting in more complicated 
modes of settlement, caused the Asso- 
ciation of Life Insurance Counsels at a 
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DISTINGUISH YOUR SERVICE WITH EXCLUSIVE 
BACKGROUND CHECKS—EMBODYING 
YOUR COAT-OF-ARMS OR TRADE-MARK 


guPER-SAFED, 


San K “a 


Illustrated above are representative background designs developed for individual banks. Black and white cannot 


even suggest the soft, rich color of the lithographed originals. 


UnpER a new plan originated by The Todd 
Company, it is now possible for your bank 
to use checks with a special background, 
incorporating your individual emblem or 
trade-mark—at a minimum of cost. A 
rich variety of fresh, new backgrounds 
are available and others are waun when- 
ever necessary. The one approved by your 
bank becomes exclusive property in its 
banking community, and the addition of 
trade-mark or decoration makes this 
design doubly distinctive. 
Modern, attractive, superbly _litho- 
raphed, Todd Special Background Checks 
orm the finest kind of advertising. Wher- 
ever they circulate, they set your institu- 
tion apart—not only by their appearance, 
but by their performance too. 
Special Background Checks are fur- 
nished on the new Super-Safety paper— 


the first paper ever created expressly for 
check use. Many of America’s outstanding 
banks have already adopted them. The 
coupon below will iin you samples and 
full information. The Todd Company. 
sa 1899.) Bankers’ Supply Division. 

ochester, Chicago, Brooklyn, St. Paul, 
Denver, Dallas, Buffalo, Birmingham, Des 
Moines, Boston, Spokane. 


THE TODD COMPANY 2-30 
Bankers’ Supply Division 
1139 University Avenue, Rochester, N. Y. 


Please send me complete information con- 
cerning Special Lithographed Background 
Checks. 

Name of Bank 


Name of Officer. 
Stree 
ee 


TODD SYSTEM OF CHECK PROTECTION 
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convention December 13, 1916, to 
study the limits to which their com- 
panies should carry this service. At a 
subsequent meeting, December 5, 1923, 
the same association adopted a resolu- 
tion disapproving any settlement option 
whereby an insurance company would 
be obliged to exercise discretion in the 
disbursement of the proceeds or would 
in any way be responsible for the appli- 
cation of proceeds to a specific purpose. 

This is extremely interesting in view 
of the subsequent evolution of the pres- 
ent-day life insurance trust. Many of 
us today do not appreciate that the life 
insurance companies had in the opinion 
of experts exhausted their possibilities in 
their attempts to furnish policyholders 
with a service in the conservation of 
insurance. They were encroaching on 
a field that was fiduciary in character. 

Before proceeding to examine the life 
insurance trust as it is used today it is 
interesting to study this absolute neces- 
sity which called it into prominence ten 
years ago. 

Both life insurance then in force and 
its annual rate of increase were rapidly 
becoming greater, in spite of the large 
sums paid as claims each year. (The Re- 
port of the Internal Revenue Depart- 
ment showed that claims paid in 1920 
did not offset the shrinkage in estates 
for that year without considering the 
replacement of personal earning power.) 

Life insurance companies had found 
the limit of the contractual relationship 
with the policyholder and had been ad- 
vised by counsel not to attempt to enter 
the trust business. Statisticians reported 
that 80 per cent. of the estates left in 
this country consisted of life insurance. 
Finally, inevitably, almost reluctantly, 
trust companies, appraising these facts, 
discerned an opportunity to enlarge the 
scope of trust department service, and 
to show greater profits. It is truly amaz- 
ing how slow the trust companies were 
to seize this opportunity. Even the more 
public-spirited trust men only began sin- 
cerely to co-operate with life under- 
writers in protecting insurance estates 
by trust agreement when careful inves- 
tigation convinced them, (1) that trust 
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departments had been neglecting some 
80 per cent. of the estates left by Ameri- 
can decedents; and (2) that this neglect 
had been costing trust companies enor- 
mous profits which they could easily 
realize. 

In passing, trust men should pay trib- 
ute to those beautifully designed meth- 
ods of payment through which insurance 
companies have conserved millions of 
dollars of insurance proceeds. It should 
also be noted that there are many situa- 
tions today where these optional forms 
of settlement meet the situation perfect- 


gstATE Cary 
1* METHOD 
Savings and 
Investments 


2”“METHOD 


Tnsurance 
Savings and 


Two Methods of Producing « 
Capital Dollars 


An illustration from a booklet on life 
insurance trusts published by the Fidelity 
Union Trust Company of Newark, N. J. 


ly. As has already been ably pointed out 
by trust and insurance executives, the 
trust is indicated when beneficiaries in 
different generations are involved, when 
the insured wishes to give his trustee 
discretionary powers to stand in his 
place so far as may be practicable and 
when the life insurance (so frequently) 
has been carried both to yield an income 





STATEMENT OF CONDITION 
At the Close of Business, December 31st, 1929 


Foreman-State National Bank 
Foreman-State Trust And Savings Bank 


Combined Resources . $240,021,389.11 
Combined Deposits, $181,293,146.39 Special Deposits, $15,967,355.47 
Combined Capital, Surplus and Undivided Profits, $30,033,354.07 








Foreman-State National Bank 
Resources 
Loans and Discounts $134,783,663.06 
Overdrafts 50,795.33 
U. S. Treasury Bonds 5,133,485.63 
Bonds and Securities 2,293,269.24 


- . : 660,000.00 
nvestment—Foreman-State National Bank Building ] 
State Bank Building f 11,500,000.00 


Customers’ Liability on Letters of Credit and Travelers’ 


1,529,424.74 
Customers’ Liability on Acceptances 6,572,108.79 
Cash on Hand and in Banks 40,978,013.81 


$203,500,760.60 


Capital $ 11,000,000.00 
Surplus 11,000,000.00 
Undivided Profits 2,508,538.71 
Unearned Interest 690,852.10 
Reserves, Including Taxes and Interest 2,443,200.82 
Letters of Credit and Travelers’ Checks 1,529,424.74 
Acceptances Executed for Customers 7,065,089.52 
Special Deposits 15,967,355.47 
Deposits 151,296,299.24 


$203,500,760.60 





Foreman-State Trust And Savings Bank 
Resources 
Loans and Discounts $ 24,891,385.53 
Bonds and Securities 3,740,744.93 
Bonds Reserved for Interim Certificates Outstanding 514,782.49 
Cash on Hand and in Banks 7.373,715.56 


$36,520,628.51 








Capital $ 2,500,000.00 
Surplus 2,500,000.00 
Undivided Profits 524,815.36 
Unearned Interest 73,765.25 
Reserves, Including Taxes and Interest 410,418.26 
Interim Certificates 514,782.49 
Deposits. 29,996,847.15 





THE BANKERS MAGAZINE 


to the family and to serve as a cash fund 
for the protection of the general estate. 
One prominent life insurance official 
has stated that “. . . Our business is to 
create funds for estates, not administer 
them under wills and trusts . . . to this 
end we should co-operate with attorneys 
and corporate trustees. Let us leave the 
field of administration to them. Insur- 
ance is a collective matter and cannot 
be made local with safety. The trust is 
individual and preferably local. It is 
evident there will be an increasing num- 
ber of cases where the insurance trust 
will be required . . . we should co-oper- 
ate to the end that they (trust com- 
panies) may administer the estates we 
create ” 


THE COMPLETE ESTATE PROGRAM 


In the beginning trust officers re- 
garded the life insurance trust as a nice 
clean piece of business which would 
come to them in cash, and which they 
might find an opportunity to mention 
when discussing a client’s will with him. 

We now know that the insurance 
trust has proved to be the greatest de- 
vice ever invented for interesting a 
prospect in planning the disposition of 
his estate. 

Banks began by advertising their will- 
ingness to co-operate with life insurance 
men. Then it dawned on them that the 
best source of life insurance trust busi- 
ness is the man who is writing the life 
insurance, and they went after him by 
personal solicitation. 

The problem of how to do it is pretty 
well solved today. Trust companies have 
convinced the life underwriters that 
they are not going to sell life insurance 
to insurance men’s clients; that they will 
protect the interests of the man who 
brings a policyholder to them whenever 
they can by keeping him in the picture; 
and that they can frequently convince a 
client that he needs more life insurance. 

sy trial and error, trust officers, trust 
new business men, and our friends, the 
underwriters, have come to see the life 
insvrance trust in its true light—“A 


Vital Part of Every Well-Rounded Es 
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tate. Program,” as it has been character- 
ized by the American Bankers Associa- 
tion. Now we approach our prospect 
with a story something like this: “Mr. 
Smith, our company has worked out a 
plan for the protection of our clients’ 
estates. We make a practice of submit- 
ting our plan in writing after we have 
been furnished with some knowledge of 
the estate in question, the family, and 
the wishes of the man to whom we are 
talking. I should like to lay our sugges- 
tions before you and let you decide 
whether you care to adopt them. Our 
plan will be presented to you in memo- 
randum form for you to show to your 
wife, your lawyer, and your life insur- 
ance adviser. For such a purpose, and 
of course in confidence, would you mind 
answering a few personal questions 
about yourself?” 

On this basis there is hardly a limit to 
the possibilities of the life insurance 
trust as a means of obtaining not only 
the life insurance trust but also the more 
profitable will appointment. 

Armed with an inventory of the cus- 
tomer’s estate, the names and ages of his 
beneficiaries, and a knowledge of his 
own ideas about the disposition of the 
assets, the trust man proceeds to make 
up a carefully considered plan in de- 
tail, suggesting how the will should be 
drawn, and the segregation of life in- 
surance in that ever-adaptable insurance 
trust. He then returns to his customer 
with the memorandum—which by the 
way must never become stereotyped or 
a matter of form—and reads it over 
with the prospective client. If the in- 
surance carried is inadequate the memo- 
randum should say so. The client is 
impressed with the superiority of the 
plan over his present arrangements. 
From this point on the trust man must 
painstakingly see that the instruments 
suggested by the memorandum are 
drawn by an attorney and executed. 

The life insurance trust has enabled 
corporate fiduciaries to truthfully rep- 
resent that they will assist in devising 
a complete estate program. The program 
is complete because it includes life in- 
surance as well as the general estate. 





Balanced 
Prosperity 
in Wisconsin 


First among all states in dairying, 
tenth industrially, Wisconsin enjoys 
a finely-balanced diversification of 
industry and agriculture. 


Here the chill winds of depression pass 
lightly overhead. Boom periods and 
overnight inflation of values are un- 
known. 

The First Wisconsin National Bank, 
both directly and through its 762 cor- 
respondent banks in the state, is help- 
ing to deepen normal channels of 
distribution and make new markets 
available for Wisconsin products. It 
is a life-partner in the business of 
building a permanent foundation for 
prosperity in Wisconsin. 


FIRST WISCONSIN NATIONAL BANK 
MILWAUKEE 
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Prior to the perfection of the insurance 
trust the trust client's estate program 
was not a finished job because it did 
not afford life insurance the same pro- 
tection as the estate other than insur- 
ance proceeds; the plan of distribution 
could not be similar unless the policies 
were made payable to the estate; nor 
could life insurance protect the estate 
from forced liquidation unless a part 
thereof. And life insurance as an asset 
of the estate is subject to inheritance 
taxation and other expense. 


CO-OPERATION WITH LIFE UNDER- 


WRITERS 


While the “complete estate program” 
idea is essential to the operating and 
production phases of the trust business, 
another interesting result of it is in the 
attitude of life underwriters toward 
trust companies. 

Those banks and trust companies that 
have equipped themselves to co-operate 
(not merely talk about it) with insur- 
ance men, who are every day creating 
estates, are reaping a rich reward. 

Enlightened trust men see that the 
estate program plan (in advertising as 
well as personal solicitation of trust 
business), involving a frank indorsement 


The New Usefulness 


investment trusts performing a 
very valuable banking service for 

it during the first part of 1930, accord- 
ing to Arthur Lehman, president of the 
Lehman Corporation, New York. Many 
sound and profitable industrial com- 
panies of moderate size, which would 
ordinarily arrange financing through 
public issues of securities, will turn to 
such investment trusts as are well sup- 
plied with cash for their capital needs. 
“Investment trusts in this country 

e been regarded until now as invest- 

t media almost entirely,” said Mr. 
man. “They have, in fact, confined 
investments in the last few months 
tically exclusively to securities with 


_ cbr business may find the 
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of life insurance, is winning for trust 
companies throughout this entire coun- 
try the enthusiastic support of over 150,- 
000 life insurance men who are using 
the same approach in selling more life 
insurance on a legitimate basis to mil- 
lions of policyholders. 

Life insurance underwriters have for 
years been handicapped by inability to 
perfect a successful indirect approach. 
Bond men represent themselves as invest- 
ment counsellors, but insurance men 
have never been able to conceal their 
identity. Ocasionally, one here and there 
advertised a service in estate analysis, 
but everyone knew that the advertise- 
ment was “bunk.” With their changed 
relationship to trust companies, however, 
this situation was reversed. Insurance 
men began to say, “Don’t take my word 
on the analysis. Let’s call in the Blank 
Trust Company, I know Mr. Whosis 
over there very well, and I think he will 
call on you if I ask him.” And from that 
stage on, he could sit comfortably by 
while Mr. Whosis developed the client's 
need for additional insurance, the in- 
surance man selling the trust company 
and the trust company selling the insur- 
ance man, each in an impartial position. 

[To be concluded in March] 


of Investment Trusts 


active markets. I believe, however, 
that during the current year many of 
them will co-operate directly with busi- 
ness enterprises in a way which will 
give them an economic usefulness apart 
from their original purpose. 

“In the present investment securities 
market it is extremely difficult for a 
company of moderate size to supply its 
capital needs through the usual medium 
of a publicly offered bond or stock 
issue. Large bond issues of large na- 
tionally known corporations have re- 
cently met with a substantial demand 
from investors. But the lack of ap- 
petite for securities of smaller com- 
panies is, perhaps temporarily, absent.” 





A NATIONAL BAN K 


Condensed Statement of Condition 


Bank of Italy 


NATIONAL {Vics ASSOCIATION 


December 31, 1929 


RESOURCES 
First Mortgage Loans on Real Estate $243,945,840.55 
Other Loans and Discounts 297,671,877.15 $541,617,717. 


United States Bonds and Certificates of Indebtedness .... 177,894,688.63 
State, County and Municipal Bonds 49,935,009.89 
Other Bonds and Securities 15,859,041.20 


2,850,000.00 


Total U. S. and Other Securities 246,538,739.72 
Due from Federal Reserve Bank 5,626,547.95 


240,958.80 


Total Cash and Due From Banks 183,867 ,506.75 
Banking Premises, Furniture, Fixtures and Safe Deposit Vaults 

(292 Banking Offices in California) 31,958,656.19 
Other Real Estate Owned 4,100,448.62 
Customers’ Liability under Letters of Credit and Acceptances 37,506,471.70 
Customers’ Liability on Bills Purchased and Sold 3,881,415.04 
Interest Earned on Bonds and Loans 4,974,555.62 
Other Resources 667,861.75 


TOTAL RESOURCES $1,055, 113,373.09 


:Posits: }32¥ings $582,873,629.68 
BEPSSEEe: commercial 311,019,103.19 


$893 892,732.87 
Letters of Credit and Acceptances 37,506,471.70 


Bills Sold with our Endorsement 3,881,415.04 


Circulation 8,566,080.00 
3,015,514.96 
$946,862 ,214.57 
Capital $50,000,000.00 
Surplus and Profits 58,251,158.52 


Invested Capital 108,251,158-52 
TOTAL LIABILITIES $1,055, 113,373.09 


All charge-offs, expenses and interest payable to end of year have been deducted in 
above statement. 


MORE THAN 1,500,000 DEPOSITORS 


CALIFORNIA 





Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


THE BANKERS MAGAZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MacazINe, 71-73 Murray Street, New York. 


UESTION: We desire to outline 
QO some procedure or instructions for 
investigators and would very much 
value your comment in that direction. 


C. J. B. 
ANSWER: A good investigator has 


all the qualities which go to make a 


good credit man. He will develop 
those qualities by experience but he has 
all the rudiments. He should have a 
background and knowledge of what it 
is all about, probably gained largely 
from his education, reading, etc. He 
keeps posted regarding current business 
conditions. He has a pleasing per- 
sonality and, being courteous, is able to 
approach and obtain conference with 
those he must interview. He must be 
neat about his appearance, dress con- 
servatively and seek, at all times, to 
convey a favorable impression fitting to 
the institution he is representing. A 
cigarette in hand, failure to remove hat 
and many other little things may affect 
the success of his interview. He has 
ambition and seeks continually to im- 
prove himself. He has plenty of com- 
mon sense and a diplomacy that en- 
ables him to ask intelligent questions at 
the proper time. His shrewdness en- 
ables him to think what is back of his 
informer’s answer. In short, a good in- 
estivator is a mighty good man in all 


resp cts. 


It is a mistake for an investigator to 
start out to investigate a name without 
some knowledge as to the proposition. 
He should go over the file, see what 
points were brought out in previous in- 
vestigations, look over statements and 
find out what progress the company 
has made and what sort of present 
financial condition it shows. This en- 
ables him to talk intelligently, ask 
proper questions and convey an im- 
pression to his informant that he is not 
a “cog in a wheel,” an errand boy sent 
out to ask certain questions. He should 
never allow such a description to fit 
him. He should rather aim, at all times, 
to convey the impression that he is able, 
informed and a worthy representive do- 
ing credit to his organization. If he is 
investigating one of his own bank’s ac’ 
counts, he should know what the re- 
lations of his institution have been, 
know how much he should tell, when 
and to whom he should tell it. An in- 
vestigator can’t very well’ be told to see 
the First National, the Second National, 
the Third National, and the X. Y. Z. 
Company about John Doe & Company 
and get any sort of good information 
unless he knows why he is to see those 
people and unless he knows something 
about John Doe & Company and what 
points particularly should be covered. 
Never should an investigator go out 
“cold.” 
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The Focal Point 
of the Providence Market 


T THE very center of Metropolitan 

Providence stands the Industrial Trust 

Building. A circle with a radius of 
thirty miles drawn from this building would 
enclose the Providence market — more than 
1,500,000 people. In territory, the Providence 
Market includes practically the entire state of 
Rhode Island as well as adjacent sections of 
Connecticut and Massachusetts. 


To serve this great market are our main office 
(shown above) and fourteen branch offices 
located in various parts of the state. 


INDUSTRIAL 
TRUST COMPANY 


Resources More Than $150,000,000 Member Federal Reserve System 


Five PROVIDENCE Offfices {£. Providence Pawtucket Newport} 


111 Westminster Street — 63 Westminster Street § Woonsocket Bristol Westerly § 
1473 Broad St.—220 Atwells Ave.—602 Elmwood Ave. { Pascoag Warren Wickford} 
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In addition to interviewing banks and 
trade houses, it is always good policy 
wherever possible for an investigator 
to interview an important competitor. 
This practice is not practical on small 
propositions and many times not on the 
larger names, due to the nature of the 
business, and when a competitor is in- 
terviewed only an officer or partner 
should be seen. 

It is generally possible to get the his- 
tory of the business from agency re- 
ports and financial condition from state- 
ments furnished. Some of the points 
the investigator should particularly seek 
to cover are: 


1. Information that would ad- 
versely affect financial setup as 
shown by statement. 

Regard for ability of manage- 

ment. Whether it is considered 

progressive, speculative, conserva- 
tive, old fashioned, etc. Moral 
risk. 

Standing from standpoint of 

product, merchandising methods, 

etc. 

Plant facilities. 

5. Outside interests of management 
in connection with closely owned 
propositions. 

6. Conditions in line of business. 

7. Relations with bank and trade 

houses, terms, methods of pay- 
ment, bank lines, accounts owing 
and method of conducting bank 
relations. 

8. Outside means of indorsers. 

9. Contingent liabilities. 

As outlined in the beginning, the in- 
vestigator can only apply common sense 
to the questions he asks. He should 
not try to follow any definite line of 
questioning. To ask questions that 
would be sensible about some companies 
might only prove to be ridiculous ques- 
tions about another. A good question 
to ask one man might be a poor one to 
ask another. The investigator should 
rather consider that he is the man who 
is <> check the credit and endeavor in 
a ocveful, tactful, well-thought-out way, 
to ct the information he believes de- 
si: le and satisfy himself. To ask a 


tN 


to 


number of questions of some men only 
hurts the investigator’s cause and, like- 
wise, hurts the bank he represents. To 
endeavor to get from a man whether his 
concern sells the house $6000 or $8000 
may not be nearly as desirable a point 
to establish as how that man regards the 
company and some point he may know 
about them. The investigator’s diplo- 
macy enables him to judge his man, 
thereby asking wise questions in a wise 
way, and enables him to say “thank 
you” for some worth-while information 
in lieu of some less important detail 
which would only provoke an unkindly 
feeling. I trust I have made some points 
clear in a brief way. I would further 
suggest that every investigator have a 
copy of The Bank Credit Investigator 
by Russell F. Prudden in his credit 
library. This book is published by the 
Bankers Publishing Company and is 


very nominally priced. 


QUESTION: We have been ap- 
proached by several of our large pub- 
lic utility depositors with a request for 
loans. These requests have been for 
loans on their straight notes. Our at- 
titude has not been particularly favor- 


able. We would appreciate your views. 
E. H. V. 


ANSWER: Not so many years ago 
it was probably the general practice for 
public utilities to handle their borrow- 
ing relations with their investment bank- 
ing houses. If not in that way, they 
themselves ordinarily borrowed from 
banks, pledging as security the under- 
lying securities of their subsidiary com- 
panies. Their holding companies’ as- 
sets were probably essentially invest- 
ments in subsidiaries. Many of the 
subsidiaries had bonds outstanding and 
the interest of the parent company was 
junior to these, it being more usually in 
the position of a junior stockholder. In 
addition, the subsidiary had its assets in 
fixed property. Its ability to repay cur- 
rent borrowings, used for expansion 
purposes, was dependent upon its ability 
to sell securities to a far greater extent 
than from earnings. The financial set- 





“LARGE ENOUGH 
TO SERVE ANY= 
STRONG ENOUGH 
TO PROTECT ALL” 


—_ — — St. Louis is 
familiar with this 
slogan, which is 
true nationally 
as well as locally 


Fd 
Mercantile- 
Commerce 
Bank and Trust Co. 


Locust ~ Eighth ~St.Charles 
St.Louis 
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up was often complicated and it was 
dificult to get a picture of the whole 
situation. The investment banking 
house frequently was represented on the 
board, knew the inside story and had a 
finger in the management. The invest- 
ment banker who would ultimately 
make a fair profit in connection with 
the selling of the securities was the 
logical party to do the banking. Dur- 
ing recent years, the ready ability of the 
public to absorb any sort of an issue 
naturally led) to a confidence with re- 
gard to the ability of public utilities to 
finance their expansion programs. This 
easy money market, the desire to em- 
ploy funds, the confidence that securi- 
ties could be sold to pick up current 
borrowings, the close association of 
banks with their own investment bank- 
ing companies which would eventually 
have a part in the marketing of securi- 
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ties led in many cases to banks deviating 
from the old practice of loaning utilities 
and instead making loans on straight 
note. There are those who are inclined 
to question whether this new practice is 
within the province of a commercial 
bank. No doubt, a far more conserva- 
tive practice would be to make loans to 
public utilities only in cases where the 
bank is furnished a copy of the authori- 
zation of the public utility commission 
(or whatever the body may be called in 
the respective states) to do the financing 
and also a copy of the underwriting 
agreement. Consideration should be 
given to standing of houses doing the 
underwriting. There are, no doubt, 
many bankers ready and willing to go 
along and loan on straight paper. The 
paper is not eligible for rediscount and 
the question of such loans is largely a 
matter of policy. 


Construction Programs May Exceed 1929 


the opinion of Otis & Co., invest- 
ment bankers, suggests that while 
lower industrial production will prob- 


erage of current conditions, in 


ably characterize 1930 in comparison 
with last year, the period should be re- 
garded as one of recuperation from the 
strain of sustained abnormal activity, 
rather than of preparation for a siege 
of impending ills. Otis & Co. remarks 
that in looking forward one cannot but 
be impressed by the positive influence 
to be exerted by the construction pro- 
grams of public utilities, railroads, and 
municipalities, which, according to 
statements of their executives, should in- 
volve greater expenditures than in 1929. 
Agriculture, directly responsible for a 
considerable portion of the country’s 
purchasing power, is in a relatively 
favorable position. Points of strength 
in our credit and corporate structure 
have been so frequently emphasized as 
to require no repetition. Indications 
point to an improved export demand 


later in the year. Meanwhile, industry 
enjoys the active co-operation of a gov- 
ernment administration which has dem- 
onstrated superior business ability. 

Finally, it is evident that the market 
has already discounted a considerable re- 
cession in business. Present prices of 
common stocks are more reasonable in 
relation to earnings and dividends than 
they have been for two years. Condi- 
tions within the market have been 
cleared up to the exent that it should 
be particularly responsive to any change 
in the business outlook from this point. 

While money cannot be regarded as 
abnormally cheap or stocks as on the 
bargain counter, a strong feeling of 
confidence in the recuperative powers of 
American business and _ ultimately 
greater profits leads us to believe that 
investors should take advantage of such 
opportunities as may be presented in 
coming months to acquire the best 
equity issues. 








What Maturities of Bonds 
Should Banks Buy ? 


Should a bank buy: 


Only short term bonds? Only long term bonds? 
Both short term and long term bonds? 
If so, what proportion should it buy of each? 


Should it buy short term bonds at one period and long term 
bonds at another? 


These and other 
similar questions are dis- 
cussed in a brochure pre- 
pared by our economist, 
Dr. Paul M. Atkins, en- 
titled: Bank Secondary 


ReservesandInvestments. 
We shall be glad to send any 
bank a copy upon request. 
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| 5 Nassau Street, New York 
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Investment and Finance 


A Monthly Survey of Current Developments Affecting the Bank 
Investment Market 


Prepared exclusively for THE BANKERS MAGAZINE 


By PAuL WILLARD GARRETT 
Financial Editor of the New York Evening Post 


FEBRUARY, 1930 


business cleared the way for an 

incoming bond tide that gives 
promise of becoming a dominant move- 
ment of the new year in the securities 
markets. 

A full flow of bonds with the ebbing 
activity in stocks is the surface mani- 
festation of a change fomenting deep 
in the character of the market. Up to 
the time Americans first felt the flush 
of speculative blood in their veins, with 
the oncoming of the Coolidge-Mellon- 
Hoover bull market, they scarcely knew 
the touch of a stock certificate. Their 
investment securities were bonds. From 
that early heritage they strayed. 

But even down through the initial 
six years of the great bull market the 
underlying popularity of bonds kept the 
price mounting. It was not until early 
1928 that bond values turned down- 
ward. By then the speculative bug in 
the bleod was beginning to contaminate 
the entire system. Men of ordinary 
sober judgment gave way to the urge 
for quick action. They began.to crave 
investments with a tempo. That meant 
common stocks. To buy them they sold 
bonds. 

In the figures of new security emis- 
sions the story is told graphically. Let 
samine them. In 1927 our new 
offerings still were huge. They 

‘ed = $8,491,000,000 for the year. 
flotations were only $1,775,000,- 


Ties backwash in speculation and 


what strange windings the next 
years were to unfold in the ac- 
channels for funds seeking em- 


A turning was strongly ap- 
parent in 1928. By 1929 the change 
was complete. For last year a con- 
tinued shrinkage in the flow of new 
bonds reduced the aggregate emission 
to $4,880,000,000. Simultaneously new 
stock emissions rose to $4,523,000,000. 

In simple language no very great 
variation in the grand total volume of 
new financing was evident in the two 
years following 1927. The change was 
in the character of the predominating 
groups. Bond emissions shrank to half 
their former size. Stock emissions in 
tremendously increased volume made up 
the difference. These all but trebled in 
size. Such is the narrative through 
1929. 


ployment! 


A NEW CHAPTER IN FINANCING 


There we pick up a new chapter. 
For 1930 ushered in the first bond 
month pure and simple in a blue moon. 
New stock offerings in January were as 
scarce as hen’s teeth—or, should we 
say, as new bond offerings last August. 
So rapid a shift in emphasis from 
stocks to bonds seemed a dream not to 
be taken seriously by the trade in early 
autumn. 

Yet at no time in history have our 
underwriting houses moved with such 
unanimity to their bond counters in a 
desire to show customers their market- 
able wares. New bond emissions for 
January alone ran over $500,000,000, 
which about matches the February, 
1927, post-war record and stands as a 
monument to the return of investors in 
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wholesale numbers to some old prin- 
ciples of investment procedure that had 
been discarded. 

Let us compare January, 1930, with 
January, 1929, for the real contrast. 
New bond emissions in January this 
year rose to more than $500,000,000 
as against $2,000,000 in stocks. In the 
same month last year only $178,000,- 
000 in bonds was offered for public 
subscription as against $282,000,000 in 
stocks. That is indeed a sweeping 
shift in the tides. 

Even now bond salesmen over the 
country frequently report back with 
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lamentation that investors still have the 
stock fever in their blood. That in- 
vestors are still stock-minded. But if 
investors would like to dispel their 
gloom over losses through one more 
smart market coup their hand is stayed 
by a certain weariness for the game. 
How else can we explain the recent 
dog days in stocks? There, too, is ex- 
planation for the swelling tide of new 
bond issues to record proportions. 
This rapid emission of bonds might 
have depressed the price levels of any 
ordinary market. So heavy a volume 
could never have been absorbed a 


DOLLARS 





BonpD Market TurNsS DEFINITELY UPWARD 
The rise in bond prices during the last three months has just about cancelled the 


decline experienced between January and October, 1929. 


In the current upswing, 


bond values have not yet reached the high levels of early 1928 just before the 


market in fixed interest-bearing obligations started down. 


In some respects the 


recovery in railroad bonds has been sharper than that either in public utility or 
industrial issues. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 
Harris, Forbes & Co., Ltd. 


Montreal 


month or six months or twelve months 
ago. Yet the pressure has not been too 
great for the early 1930 market in 
bonds. The October-November-Decem- 
ber gains in value have been stubbornly 
maintained. 

Flotation of this record load has not 
driven bonds down in price even frac- 
tionally. Instead it has opened up 
sources of demand that had not been 
uncovered in the last two years. 


TREND TOWARD IMPROVED BOND MARKET 


Developments starting four months‘ 


ago and continuing into the new year 
have worked toward rather than against 
an improving market in bonds. Briefly 
these have been: (1) the stock weari- 
ness ushered in by the October-Novem- 
ber panic; (2) the recession in busi- 
ness that started around mid-summer 
and proceeded at an accelerating pace 
through the remainder of the year, and 
(5) the rather emphatic reversal in the 
trend of money rates. 
irst then we must recognize that 
hologically the stock break in- 
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creased the respect of everybody for 
bonds. The extraordinary behavior of 
the bond market during the break—its 
stubborn resistance to decline—was a 
lesson old investors had forgotten, and 
one that the new borns had not yet 
learned. 

If the uncertainties over the 1930 out- 
look that the crash introduced were 
more mental than fundamental the 
change none the less generated a pref- 
erence for “non-fluctuating” invest- 
ment media. 

This sobered market psychology was 
partly the cause and partly the effect 
of an unmistakable receding tendency 
in business. Now it is almost axiomatic 
that a falling industrial rate will in- 
spire investors to shift their funds from 
stocks into bonds. By December the 
index of industrial production had 
fallen 19.2 per cent. from the record 
peak of May, 1929, the November- 
December decline alone amounting to 
14.1 per cent. 

That is the most acute slump in busi- 
ness witnessed in five years. It carried 
the production curve below theoretical 
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Stock AND Bonps YIELDs CLOSER TOGETHER 
Since November the disparity between yields on common stocks and high-grade 


bonds has been narrow. 


For almost two years up to September, 1929, this disparity 


had constantly widened with the advance in stock prices and the decline in bonds. 
That is to say, for the first time since early 1928 the spread between the| two yields 
has become relatively small. 


normal for the first time in two years. 
Whether low in the current recession 
was hit in December or whether it 
will come in early 1930 nobody knows. 
What we do know is that the Decem- 
ber dip carried the general index down 
only to the bottom level reached in the 
1927 recession—business is not yet 
down to the 1924 bottom and nowhere 
nearly as low as 1921. But this is 
wandering from the point. Suffice it here 
to say that the business lag, all things 
considered, has strengthened rather 
than weakened the market in bonds. 
The third major recent influence has 
been easy money. The relaxation in 


the demand for funds with which to 
speculate, the emphatic reversal in rates 
following the break, the right-about- 
face in Federah Reserve policy and the 
advent of falling money rates the world 
over—is that not a background specially 
prepared for a good bond market? 

Now the influence tending to point 
toward a sustained good market in 
bonds run deeper than those recently 
brought to light. Aside from forces of 
the moment that seem to be accelerating 
a rise in bond prices there are some un- 
derlying pressures for an advance over 
a long period that once more promise 
to exert themselves. 
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MAJOR BOND SWINGS SINCE 1900 


Let us have a look at the major 
swings in bonds since 1900. A chart 
of bond prices for the last thirty years 
reveals just two dominating movements 
in that entire epoch. From 1900 to 
1920 the general market in bonds was 
persistently falling. From 1920 to the 
present time the underlying trend has 
been upward. 

Everybody knows of course that on 
several occasions in the period from 
1900 to 1920 the downward movement 
in bonds was temporarily reversed, just 
as in the period of rising bond prices 
since 1920 we witnessed a 1928-29 set- 
back. But the fundamental point is 
that the economic influences at work 
between 1900 and 1920 were for the 
most part those making for lower bond 
prices. The persistent upward trend 
in commodity prices and the simultane- 
ous gradual rise in interest rates were 
two pressures against bonds that for 
twenty years were operating against 
valucs. It is almost axiomatic that bond 
move inversely with commodity 


prices and interest rates. So long as 
commodity prices were pushing upward 
and interest rates were ‘advancing it 
was inevitable that bond prices should 
continue falling. 

Since 1920 the underlying trend in 
commodity and indeed—except for re- 
cent exhibitions—the underlying trend 
in interest rates have been toward 
lower rather than higher levels. These 
are forces making for higher bond 
prices. On the long term chart the dip 
in bonds running from the beginning 
of 1928 to October, 1929, looks more 
like a minor setback in a major bull 
market for bonds than a reversal in the 
general upward trend. And it must be 
remembered that during the first six or 
eight years of the recent bull market 
in stocks, bonds continued to mount 
slowly in price. It was only when the 
speculative craze ran to excess and be- 
gan to absorb credit in disproportionate 
volume that bond prices eased off. 


BOND PRICE SHRINKAGE AND RECOVERY 


Let us see how far bonds fell be- 
tween 1900 and 1920 and how much 
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of that loss in prices they have re- 
covered since 1920. Bonds in 1902 
were commanding an average price as 
high as 106.1. Since that time they 
have never been so high. In the long 
decline that finally ended in 1920 they 
were carried down in price to 78.2. 
That is a shrinkage of 27.9 points or 
26 per cent. 

While the underlying trend in bonds 


since 1920 has been upward the last 
nine years of improving bond prices 
have not made up the shrinkage of 
the previous twenty years. That is to 
say these same bonds now are selling 
around 96.3. That is higher than the 
1920 low of| 78.2 but is still a good 
distance from the 1902 high of 106.1. 
It means that 18.1 points of the 27.9 
lost between 1902 and 1920 have been 
recovered. But these descriptions must 
still rise another 9.8 points to put them 
back to their 1902 price position. 

We may tell the same story in yields. 
Falling bond prices in the twenty years 
previous to 1920 carried the indicated 
average yield on bonds up from 4.01 
per cent. to the extreme 1920 high of 
6.11 per cent. Rising bond prices since 
1920 have reduced the yield but bonds 
still return 4.65 per cent. 

In this general background study the 
1928-29 decline in bonds must be re- 
garded as a manifestation of abnormal 
rather than normal influences. In that 
period an unprecedented expansion in 
security loans for speculative purposes 
forced banks and individuals to liqui- 
date bonds on a big scale. Consequently 
the bond portfolios of American bank- 
ing institutions were substantially re- 
duced. With the return to favor of 
bonds and a relaxation in the demand 
for funds from the stock market it is 
reasonable to presume that the banks 
themselves and institutional investors 
generally will swell their commitments 


in the bond field. 
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The commercial center of Los Angeles. This is the second of a new series of etchings 
by Anton Schutz which will appear in THE BANKERS MAGAZINE in 1930. 
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BANK LIABLE FOR BONDS LEFT 
WITH IT FOR SAFE- 
KEEPING 


Holmes v. First National Bank of 
Wrightstown, Court of Errors 
and Appeals of New Jersey, 

147 Atl. Rep. 441 


HE plaintiff deposited certain Vic- 
Tes Loan and Liberty Loan bonds 

with the defendant bank for safe- 
keeping. These bonds were subsequently 
stolen by a defaulting cashier. It ap- 
peared that the bank carried insurance 
against the loss by theft of its own se- 
curities and securities left with it as 
collateral, but carried no insurance 
against such loss of securities left with 
it for safe-keeping. 

The trial court submitted to the jury 
the question whether the bank was 
negligent in failing to insure securities 
left for safe-keeping in the same manner 
that it insured its own securities. The 
jury held that the bank was negligent 
and returned a verdict in favor of the 
plaintiff for $1,520.44 and costs. 

On this appeal it was held that the 
trial court properly submitted the ques- 
tion of negligence to the jury and the 
judgment was afirmed. 

Action by William Holmes against 
the First National Bank of Wrights- 
town, N. J. From an adverse judg- 
ment, defendant appeals. Affirmed. 


OPINION OF THE COURT 


McGLENNON, J.—On September 
2, 1921, the plaintiff, an officer of the 
Jnited States Army, while stationed at 

np Dix, purchased a $1000 Victory 

in bond, through the defendant bank. 
iccepted a receipt for said bond, 
which stated in unmistakable terms that 


the bond was being left with the bank 
for safe-keeping. Subsequently, he pur- 
chased several other Liberty Loan bonds 
of smaller denominations elsewhere, and 
took these bonds to the defendant bank, 
and left them there for safe-keeping. 
The acceptance of these bonds, for such 
purpose, was evidenced by the notation 
on the receipt of September 12, 1921, 
to the effect that these smaller bonds 
had been left with the bank for safe- 
keeping. These notations were initialed 
by the officer of the bank, to whom they 
were delivered. These bonds of smaller 
denominations, together with the first 
bond: of $1000, were placed by the as- 
sistant cashier of the defendant bank in 
envelopes marked with plaintiff's name, 
and were then put in the vault in the 
bank, where securities of its own were 
treated’ in like manner. The bank car- 
ried insurance against loss by embezzle- 
ment of its own securities, as well as of 
those that were left with it as collateral 
for loans, but did not carry insurance 
against loss by theft of property, left 
with it for safe-keeping. 

All of plaintiff's bonds were subse- 
quently stolen, by a defaulting cashier 
of the bank, and asa result of that theft 
the bank was unable to deliver : the 
bonds to the plaintiff upon demand. 

This suit was then instituted against 
the bank, for damages in two counts— 
one for conversion, and one for negli- 
gence. In the course of the trial, the 
court dismissed the first count for Jack 
of evidence to support a conversion, 
and then eliminated all questions of 
negligence on the part of the bank, ex- 
cept the question whether the bank, 
under all the facts and circumstances, 
was negligent in not insuring plaintiff's; 
property in the same manner as it did 
its own securities. The jury returned a 
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verdict in favor of the plaintiff, in the 
sum of $1520.44 and costs, and defen- 
dant appeals from the judgment en- 
tered thereon. 

Numerous grounds of appeal were 
filed, but, not being argued, they will, 
under our settled rule, be considered as 
having been abandoned. The sole ques- 
tion argued on both sides, and submitted 
for determination, is the propriety of 
the trial court’s action in leaving it to 
the jury to decide, under the above cir- 
cumstances, whether the defendant was 
negligent in failing to insure plaintiff's 
property in the same manner that it 
insured its own property of similar 
kind. We hold that this action was 
correct, and that there was no error, 
therefore, in refusing the motion for 
nonsuit, as well as the motion for a 
direction of a verdict based upon this 
ground. 

It was open to the jury to find from 
the evidence that this transaction with 
the plaintiff was not a casual one, but 
that the bank held itself out generally, 
to its customers, as a safe depository for 
such purpose. The acceptance of the 
securities of others, by the bank, as 
bailee, cast upon it the duty of ex- 
ercising reasonable care in such safe- 
keeping. ‘Reasonable care” has re- 
peatedly been defined as that degree of 
care which a prudent business man 
would exercise in regard to his own 
property of a similar kind, under simi- 
lar circumstances. Fountain v. First 
National Bank of Wrightstown, 134 
A. 188, 4 N. J. Misc R. 652. 

We are not to be understood as 
holding that a bailee is under a duty to 
insure the property of others held by it 
for safe-keeping. -We do hold, how- 
ever, that it is eminently a question of 
fact, for the jury to determine, whether 
or not the failure by bailee to insure 
the property of others intrusted to it 
for safe-keeping was negligence, in view 
of the fact that the bailee held itself 
out as a safe place for the deposit of 
such securities, and insured its own 
property and that of others held as 
collateral. 

In other words, we hold that it was 


the province of the jury to determine 
whether the bailee herein, having failed 
to use as good care of the property of 
others intrusted to its keeping, as it did 
of its own property, was guilty of negli- 
gence, 

This was what the trial court charged 
the jury, and we are of the opinion that 
such instruction was correct. 

The judgment is therefore affirmed. 


TIME FOR PRESENTMENT OF 
CHECK 


Clarke v. Davis, Supreme Court of 
Idaho, 281 Pac. Rep. 3 


Section 186 of the Negotiable In- 
struments Law provides that a check 
must be presented for payment within 
a reasonable time after its issue or the 
drawer will be discharged from liability 
thereon to the extent of the loss caused 
by the delay. In this case it is held 
that, where a check is received after 
banking hours, deposited by the holder 
on the following day, and presented on 
the next business day to the drawee 
bank, the presentment is within a rea- 
sonable time to charge the drawer with 
liability. Consequently, if the bank 
fails before the check is presented, in a 
case of this kind, the drawer of the 
check still remains liable to the payee 
or other holder. 

Action for purchase price of coal by 
Cecil C. Clarke, doing business under 
the firm name and style of Clarke Fuel 
& Ice Company, against Ralph R. 
Davis, administrator of the estate of 
Mabel Wiltamuth, deceased. Judgment 
for defendant, and plaintiff appeals. 
Reversed and remanded, with directions. 


OPINION OF THE COURT 


WM. E. LEE, J.—This action was 
instituted to recover the purchase price 
of a quantity of coal. The coal was 
sold to Mrs. Wiltamuth, who gave het 
check therefor on D. W. Standrod & 
Co., Bankers. Before the check reached 
the Standrod bank, it has closed its 
doors. ‘To a complaint, alleging the 
foregoing, an answer was filed which 
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raised the question whether appellant 
presented the check for payment within 
a reasonable time after its receipt. The 
check was dated November 24, 1923; 
it was deposited in the First National 
Bank of Blackfoot, the bank with which 
appellant transacted his banking busi- 
ness, on November 28, 1923. The 
banks, according to custom in Black- 
foot, “cleared,” at ten o'clock in the 
morning of each business day, the 
transactions of the previous business 
day. The 29th of November, 1923, 
was Thanksgiving Day; and D. W. 
Standrod & Co. failed to open its doors 
thereafter. Mrs. Wiltamuth had sufh- 
cient funds to her credit, and there was 
sufficient money in the Standrod bank 
that the check would have been paid 
had it been presented prior to the clos- 
ing of the bank. 

A check, received in due course of 
business after banking hours, deposited 
on the following day by the holder in 
his own bank, and presented on the 
next business day thereafter to the 
drawee bank, is presented within a 
reasonable time. Bistline v. Benting, 39 
Idaho, 534, 228 P. 309. And present- 
ment to the drawee bank is not re- 
quired where it has closed its doors 
prior to the expiration of a reasonable 
time therefor. Bistline v. Benting, 
supra. 

It follows, therefore, that whether 
appellant was negligent in the presenta- 
tion of the check depends wholly on 
when he got the check. The only testi- 
mony on this important point was by 
appellant himself, who testified that he 
received the check after banking hours 
on November 27th. That other checks, 
issued by Mrs. Wiltamuth, bearing the 
same date, were presented to and paid 
by Standrod & Co., is hardly a circum- 
stance tending to show when the check 
in question was received by appellant, 
and whether he presented it within a 
reasonable time. The contention that 
the complaint alleged the delivery of 
the check to appellant on November 
24th is without merit. There is no 
substantial conflict in the evidence. As 
the record stands, appellant received the 
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check on the 27th, after banking hours; 
he deposited the check in the First Na- 
tional Bank on the 28th, and the First 
National Bank was unable to present 
the check to Standrod & Co., by reason 
of its failure. The evidence is insufh- 
cient to sustain the verdict on which 
the judgment is based. On the con- 
trary, the record shows that there was 
no negligence in presenting the check 
for payment. 

No good reason is apparent why 
there should be a new trial. The judg- 
ment is accordingly. reversed, and the 
cause is remanded with instructions to 
make and enter judgment for appellant, 
according to the prayer of his com- 
plaint. Costs to appellant. 


BANK CANNOT RECOVER 
MONEY PAID ON 
FORGED CHECK 


Fidelity & Casualty Company of New 
York v. Planenscheck, Supreme 
Court of Washington, 227 
N. W. Rep. 387 


It is a general rule that a bank, which 
pays a check drawn upon it bearing a 
forgery of the drawer’s signature, will 
not be permitted to recover the money 
from the person to whom it was paid, 
where the latter acted without negli- 
gence and in good faith in the trans- 
action. The law requires a bank to 
know the signatures of its depositors 
and places the responsibility for a mis- 
take in this respect upon the bank. 

In this case the Security National 
Bank, Sheboygan, Wis., paid two 
checks apparently drawn upon it by 
the Kohler Co., one of its depositors. 
The checks were in the form of pay- 
roll checks. It was subsequently dis- 
covered that the signature of the com- 
pany’s paymaster on the checks was, 
in each instance, a forgery. 

One of the checks was payable to 
the order of Karl Kurz. It was in- 
dorsed “Karl Kypze.” The other was 
payable to Mike Kowalsi and was in’ 
dorsed “Mike Kowalshi.” 

The plaintiff surety company had 
issued a forgery bond to the bank, pro- 
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tecting it from loss in the payment of 
forgeries of this character. The com- 
pany made good the amount of the 
checks to the bank and brought this 
action against the defendant, who had 
cashed the checks for the holders. 


OPINION OF THE COURT (IN PART) 


It was early held that the drawee of 
a bill of exchange could not recover 
the amount paid out by him on a bill 
to which the name of the drawer had 
been forged, in an action for money 
had and received. Price v. Neal, 3 
Burr. 1355. It was said that the 
drawee was bound to know the hand- 
writing of the drawer, that his negli- 
gence in paying out money on the 
forged signature of the drawer was 
greater than the negligence of any one 
else connected with the bill, and that 
“where the loss has fallen there it 
must lie. One innocent man must not 
relieve himself by throwing it on an- 
other.” In further elucidation of this 
doctrine, we may quote the language 
of Mathew, J., in The London and 
River Plate Bank v. The Bank of Liver- 
pool, 1 Q. B. (The Law Reports) p. 
7, where he said: 

“In Cocks v. Masterman, 9 B. C. 
902, the simple rule was laid down 
in clear language for the first time that 
when a bill becomes due and is pre- 
sented for payment the holder ought 
to know at once whether the bill is 
going to be paid or not. If the mistake 
is discovered at once, it may be the 
money can be recovered back; but if 
it be not, and the money is paid in 
good faith, and there is an interval of 
time in which the position of the holder 
may be altered, the principle seems to 
apply that money once paid cannot be 
recovered back. That rule is obviously, 
as it seems to me, indispensable for the 
conduct of business. A holder of a 
bill cannot possibly fail to have his 
position affected if there be any interval 
of time during which he holds the 
money as his own, or spends it as his 
own. and if he is subsequently sought 
to be made responsible to hand it 


back ” 
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This rule has met with varying favor 
in this country. It has been assailed 
by text writers, repudiated by some 
courts, and adopted with exceptions by 
others. Although this court has not 
contributed to the controversy, there 
has been much discussion and disagree- 
ment concerning the question, as will 
amply appear from a consideration of 
4 Harvard Law Review, 297; 24 Mich. 
Law Review, 809; Bank of William- 
son v. McDowell County Bank, 66 W. 
Va. 545, 66 S. E. 761, 36 L. R. A. 
(N. S.) 605; First National Bank of 
Portland v. United States National 
Bank of Portland, 100 Or. 264, 197 
P. 547, 14 A. L. R. 479, and note in 
12 A. L. R. p. 1089. 

The framers of the Negotiable In- 
struments Act resolved this controversy, 
and gave expression to what they pre- 
sumably considered the sound and just 
rule in two sections of the act, which 
will be found in our Statutes as sections 
116.67 and 118.64. The former pro- 
vides that: “The acceptor by accepting 
the instrument engages that he will 
pay it according to the tenor of his 
acceptance; and admits: (1) The ex- 
istence of the drawer, the genuineness 
of his signature, and his capacity and 
authority to draw the instrument; and, 
(2) The existence of the payee and 
his then capacity to indorse.” The 
latter provides that: “Where the holder 
of a check procures it to be accepted 
or certified the drawer and all indorsers 
are discharged from liability thereon.” 
While the statute says nothing about 
the effect of payment of the instru- 
ment, this is because payment plainly 
constitutes an acceptance, as to which 
all courts are in agreement. So far as 
these two sections have been construed, 
with a single exception, it has been 
held that they adopt the principle of 
Price v. Neal in its purity, free from 
the exceptions which many American 
courts grafted onto the rule. 

The First National Bank of Oregon 
v. United States National Bank of 
Oregon, 100 Or. 264, 197 P. 547, 14 
A. L. R. 479, seems to hold that these 
provisions of the Uniform Negotiable 
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Instruments Act preserved the excep- 
tions to the rule of Neal v. Price, ap- 
proved and adopted by the majority 
of American courts. We have con- 
sidered the reasons assigned by the 
Oregon court for its conclusion, and 
do not regard them of sufficient force 
to justify us in dissenting from what 
appears to be an otherwise uniform 
construction of this statute. 

The adoption of the Negotiable In- 
struments Act by nearly every state 
of the Union resulted from a_ belief 
that a uniform law upon the subject 
approximated in importance a _ na- 
tional currency system, and it was 
passed for the purpose of harmonizing 
and making uniform the law upon a 
subject concerning which there was 
much disagreement, giving rise to em- 
barrassment and confusion in-the com- 
mercial world. The end thus attained 
should not be frittered away by con- 
flicting judicial interpretations of that 
act. In construing the act, courts 
should the more readily yield to prece- 
dent in order to avoid a conflict of 


authority as discouraging as the situa- 
tion existing prior to the adoption of 
the law. 

While a discussion of the merits of 
the rule as embodied in the statute is 
now quite beside the mark, we are 
prompted to say that it is a rule of 


definiteness and certainty, and _ pro- 
motes the integrity of negotiable in- 
struments, which have come into use 
as a sort of a secondary currency 
svstem in our business transactions. 
The cashing of a check by a bank upon 
which it is drawn effectually closes the 
transaction, retires the check, and dis- 
charges the liability of all parties 
thereto. If an action such as this may 
be maintained against the indorser of 
a check, who knows nothing of its 
character, more than a year after it 
has been cashed by the bank upon 
which it was drawn, then it may be 
seen that the active business man mav 
incir mounting contingent liabilities of 
which he knows nothing and his sol- 
vency becomes a matter of coniecture. 
Thi: rule places upon the banker, he 
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who is in the best position to discharge 
it, the burden of discovering the 
forgery, relieves prior parties of a con- 
tingent responsibility, effectually can 
cels and retires the check, and converts 
it into a mere voucher. It is in keeping 
with the general scheme and purpose 
of the Negotiable Instruments Act, 
which calls for prompt notification to 
those who may be liable in case of the 
dishonor of the check or draft and 
promotes the usefulness of this medium 
of exchange. However, the Negotiable 
Instruments Act deals with the rights 
and liabilities of those who are legiti- 
mate parties of the instrument. It 
does not prohibit a bank from recover- 
ing from forgers, thieves, or from those 
who have no title to the instrument. 
Title Guarantee & Trust Co. v. Haven, 
196 N. Y. 487, 492, 89 N. E. 1082, 
1085, 25 L. R. A. (N. S.) 1308, 17 
Ann. Cas. 1131. 

It is, consequently, necessary to con- 
sider whether the defendant was a 
holder of the instrument in due course. 
It is undisputed that these checks 
were complete and regular upon their 
face; that he had no notice of any in- 
firmity in the instrument or defect in 
the title of the person negotiating it, 
and that he took it in the usual course 
of business. It is urged, however, that 
the fact that there was a discrepancy 
in each instance between the spelling 
of the name of the payee on the face 
of the check and of the indorser on 
the back of the check was sufficient 
to have put the defendant upon inquiry 
concerning the forgery, and that he 
should at least have required the identi- 
fication of the payee. Upon this ques- 
tion, the custom prevailing in the city 
of Sheboygan with reference to cashing 
of pay checks has a very important 
bearing. 

The evidence shows that the Security 
National Bank, upon which _ these 
checks were drawn, required no identi- 
fication whatever of those possessing 
similar pay checks. They were cashed 
as a matter of course. A teller of that 
bank testified that, if they required 
identification of all factory payroll 
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checks, they would not get through 
until 12 o'clock at night. It was a 
practical impossibility. It further ap- 
pears, not only by the testimony of 
this teller, but by the cashier of the 
Farmers’ & Merchants’ Bank of She- 
boygan and of Mr. Mueller, the pay- 
master of the Kohler Co., that dis- 
crepancies between the spelling of the 
name of a payee as it appeared on the 
face of a check and as indorsed on the 
back of a check were not uncommon on 
pay checks, and that the banks ascribed 
little, if any, importance to such dis- 
crepancies. Mr. Mueller testified that 
the names of the employees of the 
Kohler Co. were not infrequently mis- 
spelled upon their records, and that 
they used the indorsements on the re- 
turned checks to correct their own 
records with reference to the spelling 
of the names of their employees. The 
defendant had been in business in the 
city of Sheboygan for many years, and 
was frequently called upon to cash pay 
checks issued by the Kohler Co. He 


presumably knew of this custom on 


the part of the banks in paying these 


checks without identification and of 
overlooking discrepancies between the 
spelling of the name of the payee on 
the face and on the back of the check. 
The checks were, concededly, very good 
imitations of the Kohler pay checks, 
and, under all the circumstances, there 
is no room to question that he stands 
in the position of a bona fide holder of 
the checks. 


SURETY COMPANY NOT LIABLE 
ON FIDELITY BOND 


Louisiana & Northwest Railroad Co. v. 
Union Indemnity Co., Court of 
Appeal of Louisiana, 124 
So. Rep. 682 


A firm engaged in the lumber busi- 
ness and receiving consignments via the 
plaintiff railroad company was in the 
habit of leaving checks, blank as to 
amount, with the railroad’s cashier at 
Magnolia, Ark., for the payment of 
freight charges on lumber shipped to 
the firm. 


Upon the arrival of a shipment the 
cashier would fill in the amount of 
freight charges and deliver the ship- 
ment without further delay. In two in- 
stances, however, the cashier wrong- 
fully filled in and cashed one of the 
firm’s checks and devoted the money to 
his own uses. 

The railroad company made good the 
amount to the firm and brought this 
action against the defendant surety 
company on the cashier’s fidelity bond, 
which protected the company against 
“direct pecuniary loss of money, securi- 
ties or other personal property belong- 
ing to the employer or for which the 
employer is legally responsible to the 
owner. 

It was held that, since the cashier in 
cashing the checks was not acting 
within the scope of his employment, 
the surety company was not liable. 
Under its bond the company was liable 
only for such losses as the railroad 
company was liable for, and not for 
voluntary payments which the railroad 
company might make for reasons of 
policy. 

Suit by the Louisiana & Northwest 
Railroad Company against the Union 
Indemnity Company. Judgment for 
plaintiff, and defendant appeals. Re- 
versed and rendered. 


OPINION! OF THE COURT 


JANVIER, J.—Plaintiff, a railroad 
company, seeks to recover from defen- 
dant, a fidelity insurance company, a 
sum of money which the railroad com- 
pany had paid to certain shippers to 
compensate them for losses sustained as 
the result of misappropriation of funds 
of the shippers by an employe of the 
railroad. 

The fidelity company resists payment, 
claiming that the employe of the rail- 
road at the time of the respective mis- 
appropriations was not acting within 
the scope of his employment as an em- 
ploye of the railroad, but was acting 
rather as the agent of the shippers, and 
that thus the railroad company was not 
liable for the losses and should not have 
reimbursed the shippers. 
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The fidelity company contends that 
it agreed to indemnify the railroad com- 
pany against only such losses as it would 
be liable for, and not against voluntary 
payments which for reasons of policy 
the railroad might wish to make, and 
that the only acts of employes, con- 
templated as being within the protec- 
tion of the fidelity bond, were those 
within the scope of the employment of 
the respective employes. 

The bond in question contained a list 
of railroad employes against whose acts 
the railroad was to be indemnified, and 
among the employes listed was Evan D. 
Fomby, cashier of the railroad at Mag- 
nolia, Ark. 

Moore and Brown, shippers and con- 
signees of lumber to and from Mag- 
nolia, Ark., for their own convenience, 
and without the knowledge or consent 
of the railroad, left with the said cashier 
checks signed by them, but in which the 
amounts were left blank, so that the 
cashier might, whenever collect ship- 
ments arrived, fill in the correct amount 
of freight charges and deliver the ship- 
ments without delay. 

There were two checks involved in 
the transaction which resulted in this 
loss. Under the agreed statement of 
fact, one of these checks had been made 
payable by Moore and Brown to “H. 
F. Greer, Agent,” but there is some 


dispute as to whether under the agreed - 


statement of fact the name of the payee 
had been filled in by Moore and Brown 
on the other check. At any rate, on 
two occasions Fomby fraudulently filled 
in checks for amounts which were not 
due, and, after indorsing the checks 
“H. F. Greer, Agt. F.,” cashed the 
checks. He was authorized by the rail- 
road to so indorse checks which might 
come into his possession for the pay- 
ment of freight charges. 

The two checks in question were for 
the amounts of $197.40 and $476.48, 
respectively. The smaller check was pre- 
sumably to cover freight charges on 
car MC 63104 on which the charges 
had been entirely prepaid, and the 
larg: was presumably to cover charges 
on a shipment on which only $246.48 


was due; thus on the two transactions 
Moore and Brown were defrauded to 
the extent of $427.60. 

Among the contentions of defendant 
we find the argument that the bond in 
question was intended to protect the 
railroad against direct loss only, and 
that, since this loss, if the railroad was 
liable at all, was indirect, in that it was 
first sustained by Moore and Brown 
and then by the railroad, there was no 
liability under the bond. 

We think that the provisions of the 
bond itself fully answer this contention. 
The stipulation of the bond which is 
pertinent reads as follows: 

“For direct pecuniary loss of money, 
securities or other personal property be- 
longing to the employer or for which 
the employer is legally responsible to 
the owner.” 

Assuming temporarily that the em- 
ploye was acting within the scope of his 
employment, it is manifest that, for the 
embezzlement of the funds, the em- 
ployer, which is the railroad, would 
have been legally responsible to the 
owner, Moore and Brown, and that thus 
the loss is clearly “nominated in the 
bond.” 

But was Fomby acting within the 
scope of his employment in receiving 
from Moore and Brown, in advance, 
their checks in blank? We think not. 
Was he acting within the scope of his 
employment in filling in blanks left by 
them in checks? We think not. 

He was the agent of the railroad for 
the purpose of receiving freight money 
due; not for the purpose of becoming a 
depositary for Moore and Brown; not 
for the purpose of receiving money not 
due. The checks which were left with 
him represented money. Moore and 
Brown put it into his power to defraud 
them. They turned over to him their 
property, which at the time it was 
turned over to him, was in no sense 
owing to the railroad company, and 
thus made him their agent. 

“It is well-settled and familiar law 
that, if one affixes his signature to a 
printed blank for a promissory note, 
and intrusts it to the custody of an- 
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other for the purpose of having the 
blanks filled up, and thus becoming a 
party to a negotiable instrument, he 
thereby confers the right, and such in- 
strument carries on its face an implied 
authority, to fill up the blanks and com- 
plete the contract at pleasure, as to 
names, terms, and amount, so far as 
consistent with its printed words, F 
the person to whom a blank note is 
thus intrusted must be deemed the 
agent of the signer, and the act of per- 
fecting the instrument is deemed the 
act of the principal. An oral agree- 
ment between such principal and agent, 
limiting the amount for which the note 
shall be perfected, cannot affect the 
rights of an indorsee who takes the note 
before maturity for value, in ignorance 
of such agreement, with a different 
amount written in it.” Market, etc., 
Nat. Bank v. Sargent, 85 Me. 349, 27 
A. 192, 35 Am. St. Rep. 376; 8 C. J. 
732; Wilkes v. Pope, 4 Ga. App. 36, 
60 S. E. 823; C. J. 731. 

It is, however, contended by plaintiff 
that the loss resulted, not from the 


fraudulent act of Fomby in filling in 
the amount of the checks, but from 
the cashing of the checks through the 
indorsement by him of the name “H. 
F. Greer, Agt. F.” 

We do not think that the proximate 


cause of the loss was the authority 
given by the railroad to Fomby to in- 
dorse, but was rather the authority 
given by Moore and Brown to fill in, 
checks, which authority put it within 
his power to fill in the checks for 
amounts not due or for larger amounts 
than were due. 

Even had Fomby not been authorized 
by the railroad to indorse the checks, 
it would have been a very simple mat- 
ter for him to have defrauded Moore 
and Brown by merely taking out of his 
cash drawer sufficient cash to cover the 
amounts he desired to steal and by sub- 
stituting therefor checks filled in by him 
for similar amounts. 

In conclusion, and viewing the trans- 
action as a whole, it appears to us that, 
when Moore and Brown left blank 
checks with Fomby, they constituted 
him their agent, and could not have 
recovered from the railroad company 
except by the voluntary assumption by 
the railroad of liability. 

The trial court felt that plaintiff 
should recover, but, for the reasons 
which we have given, the judgment ap- 
pealed from is annulled, avoided, and 
reversed, and there is now judgment in 
favor of defendant, dismissing the suit 
of plaintiff at its cost. 

Judgment reversed. 
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URING the last month of 1929 
D there was a noteworthy recovery 
all over Europe from the shock 
caused by the Wall Street slump. As 
a result of the partial recovery of stock 
prices in New York, the losses of strong 
investors who were able to carry the 
stocks have become reduced to some ex- 
tent. As pessimistic forecasts of a disas- 
trous collapse have failed to materialize 
the public begins to view the outlook 
with guarded optimism. It is fully 
realized that the period of difficulties is 
far from being over; that the conse- 
quences of the slump upon the Amer- 
ican business situation and their reper- 
cussion upon Europe cannot be ascer- 
tained for some time to come. At the 
same time, there is less talk about the 
likelihood of a world crisis, and signs 
of a revival of an enterprising spirit are 
gradually becoming noticeable. Un- 
doubtedly the Wall Street slump and 
the subsequent declines in European 
stock exchanges have had a serious ef- 
fect in Europe, especially in regard to 
the luxury trades, and to some extent 
the demand for goods of primary ne- 
cessities has been unfavorably affected. 
A slackening of business is already be- 
coming evident in a number of indus- 
tries, while the shops before Christmas 
were less crowded than usual. Every- 
hody is endeavoring to cut down ex- 
penditure, not only owing to the un’ 
certainty of the outlook but also on ac’ 
unt of the actual decline of resources 
d a probable decline of their earnings. 


PREPARATIONS FOR THE HAGUE 


The violent scenes at the first con- 
rence of The Hague in August had 


one beneficial effect. They have taught 
a lesson to the governments concerned. 
It is now generally realized that, in or- 
der to secure the success of a confer- 
ence, it is necessary to make preliminary 
preparations to pave the way for an 
agreement before the opening of the 
conference. Although secret diplomacy 
may have its considerable disadvantages, 
experience has shown that often direct 
negotiations between governments with 
a complete exclusion of publicity are 
more likely to lead to an agreement 
than international conferences where 
considerations of stage effect, publicity, 
prestige, etc., often interfere with the 
smooth progress of negotiations. It was 
the recognition of this fact that has led 
to direct negotiations during the last 
month or two, so as to avert a clash 
when the conference is resumed. A 
great deal of the controversial material 
has been settled by the committees ap- 
pointed by the participant governments. 
In addition, direct parleys between the 
British and French governments have 
led to the settlement of a number of 
controversial points, so that there is no 
need to fear the repetition of the con- 
flict between Mr. Snowden and M. 
Cheron. The irksome question of the 
surplus of about $75,000,000 obtained 
by the British Treasury through the 
liquidation of German property has 
also been settled ‘by direct negotiations. 
It is also believed that the principal 
governments have agreed not to demand 
any substantial modification of the 
statutes of the Bank for International 
Settlements as elaborated by the or- 
ganizing committee at Baden-Baden. 
One of the problems on which it was 
impossible to reach an agreement by 
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means of 
that of non-German reparations. The 
committee established for the purpose of 
settling the reciprocal claims of the 
Succession States of the Austrian- 
Hungarian Monarchy and of Bulgaria 
has been unable to attain its end. In 
order to secure a good position in the 
bargaining as to various claims and 
counterclaims, each government has put 
in most exaggerated claims, as a result 
of which the negotiations have been 
pursued in an atmosphere of irritation 
and mutual distrust. Although in some 
cases the claims have been scaled down 
by mutual concessions to more reason- 
able figures the differences between the 
parties have remained none the less 
rather wide. In some cases, such as 
that of the Hungarian optants, it was 
impossible to reach an agreement even 
as to the basic principles, while in other 
cases the difference was merely a matter 
of figures. The Bulgarian Government 
was unwilling to agree to an increase of 


preliminary negotiations is 


eee 


its reparations, and the Finance Min- 
ister, M. Molloff, accompanied by M. 
Bouroff, the governor of the National 
Bank of Bulgaria, has visited the cap: 
itals of Western Europe to convince the 
Allied governments of Bulgaria's in- 
capacity to pay. Owing to the diff- 
culty of coming to terms with Hungary, 
it was suggested that the Reparations 
Commission should assess the country’s 
capacity to pay, and should fix the 
amount payable accordingly. 

It appears more than probable at the 
time of writing that no complete agree- 
ment will be reached by the time of 
the opening of the second part of the 
Hague Conference. This, however, 
will not prevent the adoption of the 
Young Plan. It is none the less de- 
plorable that the governments concerned 
should not find a way to settle all out- 
standing differences inherited from the 
war at the same time. Although the 
significance of non-German‘ reparations 
should not be exaggerated the absence 
of a settlement would diminish to some 
extent the psychological effect of the 
adoption of the Young Plan. 


DR. SCHACHT’S ATTACK 


While the governments concerned 
have spared no effort to eliminate all 
obstacles to the settlement of the prob- 
lems of reparations the Young Plan was 
subjected to a violent attack from a 
rather unexpected quarter. Barely a 
fortnight previous to the German plebi 
scite on the Young Plan, Dr. Schacht, 
president of the Reichsbank, published 
a memorandum dissociating himself 
from the Young Plan, of which he was 
one of the principal authors. He em: 
phasized that, since the Paris agree: 
ment, a number of additional burdens 
have been agreed to by the German 
Government, which is contrary to the as 
sumption whereby the Young annuities 
represent the maximum Germany can 
possibly pay. He disclaims, therefore, 
the responsibility for these burdens 
which, in his opinion, are in excess of 
the limits of Germany's capacity. The 
additional -burdens referred to are the 
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settlement of the Belgian claims for the 
mark notes withdrawn in Belgium after 
the armistice; the arrangement reached 
at The Hague as to evacuation costs, 
etc.; the agreement with Poland in vir- 
tue of which Germany consents to cer- 
tain financial sacrifices against political 
concessions; and the British liquidation 
surplus which Dr. Schacht expected to 
be returned to Germany at an early 
date. Although, admittedly, these and 
some other arrangements have landed 
Germany with an additional burden 
their total as compared with the figures 
of the Young Plan is insignificant. If 
the Young annuities were the result of 
accurate calculations of Germany's ca- 
pacity to pay it would be justified to 
consider any addition, however small, 
as “the straw which broke the camel’s 
back.” In fact, there is no means of 
ascertaining even approximately any 
country’s future capacity to pay. The 
Young annuities are the result, not of 
scientific research, but of political com- 
promise, and cannot claim to represent 
the maximum Germany is able to pay. 
Possibly they are in excess of Ger- 
many’s future capacity, even without 
any additional burdens. Ample provi- 
sion has been made for that possibility 
by means of dividing the annuities into 
‘onditional and conditional amounts. 
‘ contraction of moderate additional 
ns may hasten the application of 
safety valve” clause of the Young 
but will certainly not jeopardize 

‘an as a whole. 


The German Government has dis- 
sociated itself with the views expressed 
by Dr. Schacht, and the failure of 
the referendum arranged by the Na- 
tionalists to overthrow the plan shows 
that it has not impressed the German 
public to any great extent. In any 
case, the publication of the statement 
was made at a most inopportune 
moment, and was sharply criticized 
both in Germany and abroad. 


THE BANK FOR INTERNATIONAL 
SETTLEMENTS 


The Organizing Committee of the 
Bank for International Settlements has 
not by any means terminated its labor 
through drafting the statutes, charter 
and trust agreement of the bank. It 
will hold itself in readiness at The 
Hague to assist the conference should 
any modification become necessary. 
Once the conference is over, the 
Organizing Committee will meet again 
to elaborate the details of the institu- 
tion. It is understood that premises 
have already been found at Basle. The 
bank will have two main departments, 
the reparations department and_ the 
banking department. The former will 
take over the staff of the Reparations 
Commission and the various Dawes 
organizations, as far as they can be 
used in the new regime. The latter 
will begin operations with a very small 
staff. The name of M. Quesnay, head 


of the economic intelligence depart- 
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ment of the Bank of France, is men- 
tioned as the most likely candidate 
to the important post of general man- 
ager, while it is expected that the 
chairman will be an. American banker. 

The composition of the board of 
directors will be a difficult and delicate 
task. In addition to the fourteen 
members appointed by the seven 
founder countries and the two members 
appointed by France and Germany, 
nine seats will have to be filled by the 
representatives of the minor countries 
participating in the bank. Switzerland 
will get a permanent seat, owing to 
the fact that the headquarters of the 
bank are in Swiss territory. 

The agreement between the United 
States and German Government pro- 
viding for the direct payment of 
reparations due to the United States 
with the exclusion of the Bank for 
International Settlements has caused 
some disappointment in European bank- 
ing circles. Although it was under- 
stood from the outset that the United 
States will not take any official partic- 
ipation in the bank it was taken for 
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granted that the bank would handle all 
German reparations, among others the 
American share. The agreement to the 
contrary is regarded as another demon- 
stration of the United States Govern: 
ment’s determination to keep aloof from 
the bank, in spite of the fact that the 
independence of the bank from the 
League of Nations has been safe 
guarded. 


GOLD STANDARDS ABANDONED 


While arrangements have been made 
recently for the establishment of the 
gold standard in Czechoslovakia, Swit- 
zerland and Japan, three of the prin- 
cipal agricultural countries have at the 
same time taken measures to suspend 
the gold standard. The three countries 
are Canada, Australia and Argentina. 
As a result of indifferent crops, low 
produce prices and the endeavor of 
producers to hold back supplies in antic’ 
ipation of better markets, the trade 
balance of these countries has been 
rather unfavorable, and the exchange 
has moved. against them. In order to 
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prevent a depletion of their gold stocks, 
their governments have decided to place 
an embargo on the export of gold. In 


the case of Canada, the embargo is: 


unofficial, but the complete absence of 
gold shipments notwithstanding the 
heavy discount of the exchange shows 
that it is none the less effective. In 
the case of the Argentine, the Con- 
version Office which reopened for gold 
exports in August, 1927, has been 
closed once more; as the amount of 
gold held outside the Conversion Office 
is negligible the measure practically 
amounts to an embargo on gold exports. 
In the case of Australia, private 
arbitrage will not be authorized in 
future to undertake gold exports, 
which will henceforth be the privilege 
of the Commonwealth Bank. At the 
same time, the gold stock will be 
concentrated in the hands of that insti- 
tution. It is stated that, if and when 
necessary, the Commonwealth Bank will 
undertake the gold shipments required, 
in which case the position of Australia 
will be similar to that of Germany 
where, though there is no legal liability 
to that effect, the Reichsbank sells gold 
abroad whenever the reichsmark de- 
preciates beyond gold export point. 
The abandonment of the gold stand- 
ard by countries outside Europe is 
bound to cause a setback in the mone- 
tary reconstruction of Europe. As 
each of the three countries—especially 
Argentina—possesses large stocks of 
gold, their co-operation in providing 
gold for international requirements pro- 
vided a welcome relief to the European 
countries on a gold basis, most of 
which work with a narrow margin of 
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gold surplus. It is hoped that the 
suspension of the free gold market will 
prove a temporary measure to cope 
with passing difficulties. If European 
countries are able to restore and main- 
tain the gold standard, in spite of their 
dificult position, it is certainly not 
much to expect from rich agricultural 
countries outside Europe to maintain 
the gold standard even at the cost of 
some sacrifice. 


GREAT BRITAIN 


The gold position underwent a con- 
siderable improvement during the last 
quarter of the year, far beyond the 
most optimistic expectations. While 
at the end of September the Bank of 
England’s loss of gold for the year was 
about £25,000,000, at the end of 
December it became reduced to 
£8,000,000. In September, the authori- 
ties were seriously considering the 
necessity of raising the fiduciary issue 
at the end of the year to meet seasonal 
demand for notes; owing to the 
changed situation, there was no diff- 
culty in coping with Christmas and 
end-of-year requirements, and it was 
even possible to lower the bank rate 
a few weeks before Christmas. The 
Wall Street slump was largely re- 
sponsible for the favorable change, as 
it checked the efflux of gold to New 
York and Germany. It was unable to 
check the efflux to France, which had 
special causes and which went on until 
December. The cessation of the 
efflux to Paris coincided with the 
establishment of better relations between 
the British and French treasuries, and 
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It functions through a system of over a thousand of its own branches 
in England and representation in every banking town in the world, 
and is amply equipped (as are the Paris and Brussels offices of the 
Westminster Foreign Bank) for specialized service in credits, collec- 
tions, exchange, and all the ramifications of commercial finance. Bank- 
ing houses wishing to establish a London connexion are invited to 
communicate with the Manager 
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many people are inclined to believe 
that the improvement of sterling in 
relation to francs was the result of the 
improvement of those relations. 

There were several other factors 
which contributed to the improvement 
of the gold position. The Common- 
wealth Bank of Australia exported a 
large amount to the Bank of England, 
in order to relieve the pressure on the 
Australian exchange. As it was not 
until December that the Conversion 
Office of Buenos Aires was closed: large 
amounts of sovereigns have been 
shipped throughout the autumn from 
Buenos Aires to London. Last, the 
Midland Bank has arranged the ship- 
ment of a considerable amount of gold 
from New York; at a rate of exchange 
which secured no profit to the bank. 
This is the second occasion on which 
the same institution has undertaken 
the shipment of gold from New York 
for considerations other than those of 
profit. In the summer of 1928, a large 
amount was shipped in order to bring 
about an expansion of credit. The 
object was not attained, however, as 
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the Bank of England, desirous of 
avoiding an expansion of credit, 
promptly sterilized the gold obtained. 
On the present occasion, however, the 
Midland Bank’s action was in accor- 
dance with the official policy aiming 
at a reduction of the bank rate. The 
reason why the Midland Bank is in 
a position to ship gold before. other 
banks undertake it is that it is pre- 
pared to disregard loss of interest on 
the amount used for financing the 
transactions. As it has an unusually 
large idle cash reserve, far beyond 
immediate requirements, it is in a posi’ 
tion to use some of it temporarily in 
the shape of gold floating between 
New York and London. 

Contrary to pessimistic expectations, 
the wave of failures that was witnessed 
in November did not continue in De 
cember. Another of the ominous 
“Four H's,” the Harrison group, has 
met its fate, though its liquidation 
was not spectacular, and there was 
no actual failure. The publication of 
the enormous figures of the losses in- 
volved in the Hatry collapse had but 
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little effect as it was largely discounted. 
The Stock Exchange settlement of 
transactions in Hatry securities keeps 
on being postponed, as efforts are 
being made to come to terms as to the 
extent of the share of various parties 
in the losses occurred, and also to 
establish a fund to finance those who 
would get into difficulties as a result of 
the settlement. It would be highly 
desirable to get over it as soon as 
possible, for meanwhile uncertainty 
continues to prevail. 

The possibility of an increase of 
the income tax by 6d. or even by 1s., 
and of a lowering of the limit of the 
amount subject to super-tax from 
£2000 to £1500 or even £1000, is 
causing a great deal of uneasiness in 
banking circles. Apart from its direct 
effect upon trade, it would cause in- 
calculable harm to the country, as it 
would stimulate the exodus of capital. 
As in practically every other country 
taxition is being gradually decreased, 
an increase of taxation would drive 
abroad a great number of people. It 
is‘) be feared that the result would 
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be a depreciation of sterling to gold 
export point, and there would be a 
heavy efflux of gold. As in spite of 
the recent increase of the Bank of En- 
gland’s reserve the margin of surplus is 
by no means excessive an efflux would 
necessitate the increase of the bank 
vate which would further increase the 
burdens of trade in addition to the 
direct burden of increased taxation. 


FRANCE 


The wholesale purchases of gold by 
the Bank of France continued unabated 
during the month under review. The 
amount acquired in London in the 
course of December was comparatively 
moderate. On the other hand, heavy 
purchases were made in New York, 
and a fair amount was received also 
from Buenos Aires. Although the im- 
port of gold was the result of arbitrage 
transactions made possible by the ap- 
preciation of the franc it appears prob- 
able that it was in accordance with the 
official monetary policy. As the Bank 
of France is in full control of the 
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Condensed Statement, December 31, 1929 
RESOURCES 
tl. S. Government and other Securities $6,117,184.02 
Cash and due from Banks 3,791,818.64 
Loans secured by Stock Exchange and other Collateral .... Se 4,162,429.59 
Bills Discounted oe ee Sua Saree dindla sins 3,280,094.42 
Banking Premises, Furniture & Fixtures 251,653.45 
Other Resources 91,744.06 


$18,773,125.23 


Capital bs or Sia Peapicitar aatans sree ... $1,500,000.00 
Surplus... : ; \ : : ? ee aS $1,500,000.00 
Undivided Profits ............. 500,000.00 = 2,000,000.00 


Keserves. a ‘ 150,389.69 

Dividends Payable January 10, saa 37,500.00 

Deposits .. Per Sina onlacets * 13,950,198.56 

Other Liabilities Kawa “e ‘% eats 56,835.93 
es and Letters of Credit .. 


Affiliated with BANCO DI SICILIA, PALERMO 


Capital funds Lire 417.162.341.99 
Total assets . Lire 4.090.672.706.07 


Bansicilia Corporation 
487 Broadway, New York 


Balance Sheet—Close of Business, 'December 31, 1929 


ASSETS 


INVESTMENTS—Domestic Securities ...................0005. $3,005,995.29 
Foreign Securities 228,954.70 
per er Sac 49,650.00 

—_ — $3,284,599.99 

Treasury Stock i 442,398.70 

Due from Subscribers to Capital Stock .... 118,858.27 

Accounts Receivable 63,787.64 

Cash in Banks and on Hand .... 151,852.85 


$4,061 ,497.45 
LIABILITIES 


Capital Stock Outstanding 143,958 shares Class “A” 

10,000 shares Class “B” $2,299,475.00 
Surplus and Undivided Profits 1,468,617.33 
Due to Foreign Banks Against Foreign Securities 247,415.62 
Dividends Payable January 10th, 1930 45,989.50 


$4,061,497.45 


Securities are valued at cost or at market price, whichever is lower. 


Controlled by BANCO DI SICILIA, PALERMO 
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foreign exchange market the apprecia- 
tion of the franc may safely be as 
scribed to that institution’s endeavor 
to increase its gold stock. Apparently, 
the French monetary authorities have 
made up their minds to compete with 
the United States as to the respective 
national gold holdings. Although at 
present Paris is still a bad second on 
the list, if the gold acquisitions are 
continued on the same scale as re- 
cently she will soon become a serious 
rival to New York. 

The hoarding of gold by France has 
the great disadvantage of reducing the 
supply available for other requirements. 
For, there is reason to believe that, as 
before the war, France will remain a 
“one-way-street” in the international 
trafhe of gold. While the world can 
always depend upon drawing gold from 
New York whenever economic condi- 
tions justify the movement, in France 
the authorities are likely to oppose 
economic forces making for an efflux. 

It is believed that the aim of the 
French policy of gold hoarding is the 
establishment of an international. finan- 
cial market in Paris. It has become a 
commonplace in the French press that, 
to that end, it is necessary to accumu- 
late a large gold reserve. This belief 
is, however. entirely erroneous. In 
possession of a huge foreign exchange 
reserve, Paris would be well in a posi- 
tion to play the part of an interna- 
tional financial center if the other pre- 
liminary conditions, such as the exis- 
tence of a technical organization of a 
money market, and a banking practice 
tending to encourage the development 
of a discount market, were also ful- 


filled. Without these preliminary con- 
ditions, the increase of the gold reserve 
would in itself fail to attain its end. 

According to another theory, the 
object of French gold hoarding is to 
bring about a reduction of the rate of 
interest, so as to enable the govern- 
ment to convert the public debt on ad- 
vantageous terms. An increase of the 
gold reserve tends to bring about a 
reduction of interest rates only if it 1s 
accompanied by an expansion of cur 
rency and credit, which, if done on a 
large scale, would assume the character 
of inflation. If, on the other hand, the 
surplus gold is sterilized it does not 
tend to lower interest rates. 

Some of the gold consignments re- 
ceived from New York included bars 
whose fineness was below the limit of 
0.995 fixed by the regulations of the 
Bank of France. These bars had to 
be refined, and the Bank of France 
charged an extra 25f. per kilo. As a 
resuit, several arbitrageurs suffered 
losses on their shipments. It appears 
thus that the practice of delivering bars 
of a fineness inferior to 0.995 would 
discourage to a great extent the ship’ 
ment of gold to France. 


GERMANY 


The principal event of the month 
under review was undoubtedly the 
publication of Dr. Schacht’s memoran- 
dum. In addition to his criticism 
of certain international arrangements 
concluded by the government in con- 
junction with the Young Plan—to 
which reference was already made 
above—the president of the Reichsbank 
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attacked the government also on ac- 
count of its international financial 
policy. Dr. Schacht declared himself 
against the reduction of taxation and 
the increase of expenditure, as well as 
against any external borrowing by the 
government. As a result of his protest, 
the Finance Minister, Herr Hilferding, 
resigned, and was replaced by Herr 
Moldenhawer, and the scheme of a 


government loan to be issued. by Dillon, 
Read & Co., was abandoned. Dr. 
Schacht has always opposed external 
borrowing, and his present attitude was 
consistent with the policy he has pur- 


sued in the past. Quite recently, he 
prevented the City of Berlin from issu- 
ing an external loan, by threatening to 
withdraw from the advisory committee 
on external loans if the issue were 
authorized. 

In reality, the opposition to external 
loans is of little practical significance. 
The advisory committee cannot prevent 
the issue of industrial or commercial 
debentures abroad, nor the conclusion 
of short-term credits by the Govern- 
ment of the Reich or the state govern- 
ments or municipalities. Judging by 
the recent weakness of the reichsmark, 
Germany is in need of a fresh influx 
of foreign capital if she is to continue 
to make reparation payments. 

The period of depression in industry 
and commerce continues. There were 
a further number of bank failures 
during December, but none of the in- 
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stitutions were of any great significance. 
In many cases, the assets of banking 
firms which suspended payments were 
in excess of their liabilities, and _ their 
troubles were due to the immobilization 
of their assets. In most cases, how: 
ever, the firms that failed were hope- 
lessly insolvent. The disappearance of 
a number of small banking firms is by 
no means a new process. It was in 
full swing before the war, but it was 
interrupted during the period of infla 
tion when a number of new small 
banks were created. Once the period 
of inflation was over and the process 
of rationalization in banking was re 
sumed most of the small banking firms 
lost their raison d'etre. 


ITALY 


The Italian banks have decided to 
discontinue the cartel which has been 
in existence for many years. The 
arrangement worked satisfactorily while 
it included only the big banks, but after 
the inclusion of a number of smaller 
banks it soon proved to be inadequate. 
The practical significance of the 
elimination of the cartel is not very 
great, as the margin between deposit 
rates and lending rates is not excessive, 
so that the scope for rivalry is rather 
narrow. 

An important banking event is the 
acquisition of the control of the Banca 
Commerciale Triestina by the Banca 
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Commerciale Italiana. The former 
institution suffered substantial losses in 
connection with the failure of the 
Trieste cotton firm “Sicmat,” both as 
a creditor and as a shareholder, and 
was also involved in the losses of the 
Banca Italo-Britannica. As a result, 
it had to reduce its share capital in 
1929. The present arrangement 
further accentuates the leading posi- 
tion of the Banca Commerciale Italiana 
among Italian banks. 

A number of the Catholic banks— 
the “monte di pieta’s’—got into diff- 
culties, and the government has decided 
to place them under the supervision of 
savings banks. As a result of changed 
conditions, they have lost their original 
significance, and at present their func- 
tions differ little from those of ordinary 
small savings banks. 


SPAIN 


During the month under review, the 
pescta underwent a further marked de- 
Preciation, as a result of the mistaken 
Monetary policy of the government. 


NUN 


The National Bank of New Zealand, Ltd. 


Subscribed Capital, $30,000,000 
Paid-up Capital, $10,000,000 
Reserve Fund, $10,000,000 


94 Branches and Agencies Throughout New Zealand. 


Bills of Exchange Collected. Wool and Produce Credits Arranged. 
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At the beginning of December, it was 
decided to repay the credits of 
£6,000,000 obtained in London and 
the $20,000,000 obtained in New York, 
by means of issuing an internal gold 
loan. According to the terms of the 
decree, only those in possession of gold 
or foreign exchanges previous to De- 
cember 6 were allowed to subscribe. 
In practice, however, this provision was 
completely disregarded. As the loan 
was exempted from death duties it was 
attractive to those desirous of saving 
their. prospective heirs from paying 
death duties. Most of them did not 
possess any foreign currencies, and had 
to acquire them in order to be able 
to subscribe. Consequently, the in- 
creased demand for sterling and dol- 
lars brought about a further deprecia- 
tion of the peseta, although in Decem- 
ber, only an instalment of 20 per cent. 
was payable. It is feared that when 
the remaining instalments fall due 
there will be a further depreciation 
of the exchange. 

It is reported that the government 
invited Professor Charles Rist, late 
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( INCASSO-BANK nv.) 
AMSTERDAM 


ROTTERDAM-THE HAGUE 


44 other Branches throughout HOLLAND 
Established 1891 


Paid-up Capital . - 
Reserve Fund - : : 


FI. 30,000,000.00 
: - Fl. 8,400,000.00 


Every Class of Banking Business Transacted 


Telegraphic Address: 


deputy-governor of the Bank of France 
and at present foreign adviser of the 
Rumanian Government and of the 
National Bank of Rumania, to assist 
the government in the elaboration of a 
currency reform scheme. Professor Rist 
in November paid a short visit to 
Spain, and is reported to have said 
that there is practically no problem to 
solve, as, in possession of a very strong 
gold reserve, the Spanish authorities are 
in a position to stabilize the exchange 
whenever they wish. At the same time, 
the existence of a huge gold reserve is 
of little benefit if the authorities are 
reluctant to make use of it when the 
necessity arises. 


PORTUGAL 


An arrangement has been reached 
between the Portuguese Government and 
the Swedish Match Trust for the ex- 
ploitation of the match monopoly in 
association with Portuguese interests 
represented by the Match Tobacco and 
Timber Supply Co., of Lisbon. No 
particulars of the arrangement are 
available, but it is believed that the 
Swedish group will grant the Portuguese 
Government a loan against the conces- 
sion. With the aid of that loan it is 
hoped to be possible to carry out the 
legal stabilization of the escudo which 
has been actually stable for some tim 
past. 

The Banco Nacional Ultramarino, 
which recently obtained the renewal of 
its note-issuing privilege for all colonies 
with the exception of Angola, has 
transformed its London branch into a 
subsidiary company under British law. 
240 


INCASSOBANK 


The name of the new bank is Anglo- 
Portuguese Coloniai and Overseas Bank, 
Ltd., with a paid up capital of 
£1,000,000. At the same time, an 
affliated bank was established in Paris 
under the name of Banque Franco- 
Portuguese d’Outremer, with a share 
capital of 50,000,000 francs. The new 
departure of the Banco Nacional 
Ultramarino is in accordance with the 
general tendency of converting branches 
in foreign countries into subsidiary 
companies. It has been found that an 


afliated bank established under the 


laws of the country where it operates, 
and in which the local capital partic- 
ipates, is at an advantage as compared 
with a branch. 


AUSTRIA 


The improvement of the domestic 
political situation is beginning to pro- 
duce its beneficial effect upon business 
conditions which were favorably 
affected also by the absorption of the 
Bodencreditanstalt by the Oester- 
reichische Creditanstalt. The decision 
of the Italian Government to waive 
the priority of its claims against 
Austria in favor of an_ international 
loan for capital expenditure has re 
moved the last legal obstacle to that 
transaction. It is believed that part 
of the loan will be issued as soon as 
the improvement of conditions in the 
international bond market makes such 
an issue possible. The American por: 
tion of the loan will be issued by a 
group headed by J. P. Morgan & Co.. 
while the Rothschild group will be 
in charge of the British portion. The 
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outlook of the country is viewed with 
much greater optimism than a few 
months ago. 


HUNGARY 











The Hungarian Government has 
made an arrangement with a banking 
group headed by N. M. Rothschild & 
Sons to discount the bills amounting 
to $11,000,000 obtained from the 
Swedish Match Trust, falling due on 
January 15, 1931. The bills are the 
last instalment of the loan of 
$36,000,000 granted by the Swedish 
Match Trust against the concession 
of the match monopoly. Their pro- 
ceeds are employed for the financing 
of the land reform. 

The Central Corporation of Banking 
Companies has concluded an agree- 
ment with the British creditors of the 
Hungarian Land Credit Bank which 
suspended payments some time ago 
These creditors held bills of small 
farmers in security of their claims, but 
the collection of these bills would have 
injured considerable interests and would 
have caused considerable disturbances. 
To avoid this, the government in- 
structed the Central Corporation of 
Banking Companies to take over these 
bills from the British creditors, which 
amounts to a settlement of their claims 
in full. The arrangement has created 
a favorable impression. 


GREECE 


Owing to the scarcity of currency, 
political and business interests brought 
pressure to bear upon the Bank of 
Greece to increase the note circulation 
up to the maximum legal limit. The 
Bank of Greece, however, declined to 
comply with the demand, as it con- 
sidered it imprudent to use up the 
safety margin of its note issuing right. 
In order to assist trade, the govern- 
ment has decided to repatriate its 
balances held abroad, which would in- 


crease the foreign exchange reserves 


of the Bank of Greece and would thus 
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New Orleans 
XXXVI 
Dry Docks 


The port of New Orleans which ranks 
first in the South as a ship repair base, is 
equipped with seven floating dry cocks, 
valued at approximately $8,250,000 and 
capable of accommodating seven ocean 
liners totalling 59,500 tons displacement. 

These dry docks efficiently serve about 
650 ships and barges annually and give 
empioyment to 1200 skilled workmen. 


Hibernia Bank ©& Trust Co. 
NEW ORLEANS, U.S.A. 






















enable that 
tional notes. 

On his return from a journey in 
Western Europe, M. Diomede, gov- 
ernor of the Bank of Greece, stated 


institution to issue addi- 


that French banking circles 
much willingness to undertake the 
issue of Greek loans. Preparations are 
also being made for the introduction of 
the internal’ 8 per cent. Exchange of 
Population Loan in the London Stock 
Exchange and possibly in several other 
stock exchanges. 


show 


RUMANIA 


As a result of the favorable crop, 
conditions in the country have im- 
proved considerably. The stability of 
the leu is considered to be assured. 
Foreign capital is beginning to pene- 
trate into the country. In consequence 
of the general improvement, the term 
of office of Professor Rist, the foreign 
adviser, will not be renewed. The 
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CAPITAL $32,000,000.00 Mexican Gold 
RESERVES $8,000,000.00 we - 


MEXICO CITY BRANCHES 
La Merced 


New York Agency, 52 William Street 


BRANCHES IN THE REPUBLIC 

Mazatlan, Sin. 

Merida, Yuc. 

Monterrey, N. L. 

Morelia, Mich. 

Oaxaca, Oax. 

Orizaba, Ver. 

Pachuca, Hgo. 

Puebla, Pue. 

Saltillo, Coah. 
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Aguascalientes, Ags. 
Celaya, Gto. 
Chihuahua, Chih. 
Colima, Col. 
Durango, Dgo. 
Guadalajara, Jal. 
Guaymas, Son. 
Irapuato, Gto. 
Leon, Gto. 


San Luis Potosi, SLP. 
Tampico, Tamps. 
Tapachula, Chis. 
Toluca, Mex. 

Torreon, Coah. 

Tuxtla, Gutierrez, Chis. 
Veracruz, Ver. 
Villahermosa, Tab. 
Zacatecas, Zac. 


CORRESPONDENTS THROUGHOUT THE REPUBLIC OF MEXICO 
AND ALL OVER THE WORLD 


MEMBER AMERICAN BANKERS ASSOCIATION AND MEXICO CITY 
CLEARING HOUSE 


We issue foreign drafts, Travelers Checks in Mexican silver, payable throughout 
Mexico and on board all railroads, as well as with ge ged and freight agents. 
Travelers Letters of Credit, Export and Import Letters of 

Our service in the Collection Department is 


transfers. A. B. A. Travelers Checks. 





redit. Mail and Cable 


unequaled. Our Bank is known for its conservative methods in the handling of 
general banking business. Deposits are carried in Mexican Gold or Silver as well as 


in Dollars and European money. 


WE SOLICIT BUSINESS ON THE STRENGTH OF 45 YEARS OF BANKING 
For inquiries address our Mexico City or our New York Offices. 


rates of interest are still abnormally 
high, but they show a _ declining 
tendency. 


LUXEMBOURG 


The currency reform bill has been 
adopted by Parliament. It fixes the 
legal value of the Luxembourg franc at 
par with the Belgian franc, at which 
level it has been stabilized for several 
years. Considering that there is cus 
toms union between both countries, 


and that in practice the Belgian notes 


and Luxembourg notes are interchange- 
able, this was the only possible solu- 
tion. The recent establishment of a 
Bourse at Luxembourg has brought 
about an increase of financial activity. 
New banks have been established, and 
the leading Belgian banks have estab- 
lished branches or increased their par: 
ticipations in existing institutions. A 
number of trust companies and- holding 
companies have recently been estab: 
lished in association with the Luxem- 
bourg banks. 
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Japan’s Gold Ratio 


A Timely and Authoritative Discussion of Japan’s Gold Position 
Internationally and the Changes in Her Actua IGold 
Holdings from 1913 to the End of 1929 


By HERBERT MAXWELL 


T is a curious fact that the Japanese 
| ‘covemment gold stock, after in- 

creasing more than eleven-fold due 
to the war, was in 1929 back to the 
1913 level. While the gold held abroad 
by the government and the Bank of 
Japan was in 1913 almost twice and 
in 1918 more than twice the domestic 
stock, following the government’s ruling 
in 1922 that overseas holdings be ex- 
cluded from the note reserves, the Bank 
of Japan withdrew its oversea stock. 
By the middle of 1929 the oversea 
stock, belonging almost entirely to the 
government, had shrunk to about one- 
fourteenth the domestic supply. 

The actual changes in Japan’s gold 
stock are indicated by figures given 
below. The figures for the end of 1918, 
1919, and 1920 show the effects of the 
World War; 1923 the position soon 
after the earthquake; and 1927, the 
position after the panic. 

The movement to be noted from 
oversea to domestic holdings after 1919 
was made possible by the removal of the 
gold embargo by the United States, 
which gave Japan liberty to move large 
war-time accumulations of gold to her 
own shores. That the continuous ad- 


verse balance of trade, intensified by the 
earthquake of 1923, did not drain 
more gold from Japan than the figures 
reveal was due chiefly to the retention 
of the Japanese gold embargo from 
1917 to the present time. But for that, 
and a certain amount of borrowing over- 
seas, the excess of imports would un- 
doubtedly have reduced her domestic 
stock. Lumping the domestic and over- 
sea stock, we note an increase from 
1913 to 1920 of 1,802,000,000 yen; 
and a decrease, thereafter, down to 
June 30, 1929, of just over one billion 
yen. Japan had thus, on June 30, 1929, 
lost well over 55 per cent. of her war- 
time gains of gold. 

Since the coming into office of the 
Minseito party at the beginning of 
July, 1929, the government has been 
actively engaged in building up Japan’s 
oversea gold stock preparatory to the 
removal of the gold embargo. On No- 
vember 21, 1929, it was officially an- 
nounced that the gold standard would 
be resumed on January 11, 1930. An 
official statement of the Japanese Finan- 
cial Commission in New York, announc- 
ing this step, pointed out improvements 
in the until-then steadily unfavorable 


JAPAN'S STOCK OF GOLD* 


End ol 

year 

1913 

1918 

1919 

1920 

1923 

1927 

1928 

1929 (March) 
1929 ('une) 


Held by 
government 

91 
885 
1,051 
887 
526 
192 
115 
91 


of Japan 
285 
733 
994 
1,291 
1,127 
1,081 
1,084 
1,087 


* Econ. mic Statistics of Japan, 1928 (p. 2.). 


(In millions of yen) 


Held by Bank 


Total Held 


abroad 
246 
1,135 
1,343 
1,062 
445 
186 
114 

91 

83 


376 
1,588 
2,045 
2,178 
1,653 
1,273 
1,199 
1,178 
1,170 
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ISTITUTO ITALIANO DI CREDITO MARITTIMO 


Subscribed Capital 
Paid-up Capital and Reserves 
Resources, over 


Lit. 150,000,000.00 
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** 1,000,000,000.00 
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SAN REMO, SARZANA, SAVONA, 

VERONA, VIAREGGIO, 


Telegrams: 


AULLA, 
FIVIZZANO, 
MASSA, 
(Riviera di Castellamare), 
SESTRI 

VOLTERRA, 
Head Office, CREDIMAREDIREZ, Rome; for 


ANCONA, BOLOGNA, 
FLORENCE, GENOA, LEGNAGO, 
MILAN, NAPLES, NOVI LIGURE, 
PIETRASANTA, ROME, 
SPEZIA, TURIN, VENICE, 
ZURICH (Switzerland) 

Branches, CREDIMARE 


BOLZANO, 


LEVANTE, 


EVERY KIND OF BANKING BUSINESS TRANSACTED 


ITALIA-AMERICA SHIPPING CORP. 


American Representative 


- 1 State Street - NEW YORK 


Affiliated Bank: BANCO DI SANTO SPIRITO (REGIONALE DEL LAZIO) 
Head Office: Rome, and 60 Branches over the Latium 


Telegrams: 


Share Capital paid-up Lit. 30,000,000 


balance of merchandise trade. The 
Japanese Government, it was stated, 
had, in co-operation with the Bank of 
Japan, acquired sufficient foreign bills 
to bring up the oversea holdings of the 
government and Bank of Japan (from 
83,000,000 yen in June) to 232,000,000 
yen on November 15, 1929. In addi- 
tion, 71,000,000 yen were under con- 
tract to be delivered by the end of 
1929, 

While the government considered the 
specie position of the country “exceed- 
ingly safe,” it was thought advisable to 
arrange a 100,000,000 yen credit—here 
and in London—*so as to secure closer 
relation and fuller understanding with 
the leading foreign financial centers on 
the one hand, and to give ample as- 
surance to our people on the other.” 
These credits of 100,000,000 yen, plus 
approximately 304,000,000 yen of gold 
credits previously acquired abroad, give 
Japan a total of 404,000,000 yen with 
which to meet post-removal require- 
ments. 


RATIO OF GOLD TO CURRENCY AND 
DEPOSIT LIABILITIES 


To a certain extent bank deposits are 
a form of currency. This is more true 
32 a country like the United States or 
Great Britain, where checks drawn 
against bank deposits are widely used, 
than it is in Japan, where checks are 
not so generally in circulation. But, 
in comparing the gold position of such 
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Spirbanco 
Resources over Lit. 300,000,000 


a country as Japan with that of the 
United States, or in gauging changes 
within one country alone during a 
given period of time, bank deposits 
form a very convenient background. 

Strictly speaking, demand deposits 
are more important than time deposits 
as a measure of the gold position. But 
a comparison of demand or of time 
deposits as between nations is imprac- 
ticable due to the impossibility of ac- 
curately segregating deposits into two 
comparable groups. Let us accordingly 
group all bank deposits, postal savings 
deposits, paper money and _ subsidiary 
coins (but not gold coins) in circula 
tion, and let us then compare such total 
with the gold stock. 

The first comparisons to follow are 
for Japan alone, as of the end of 1913 
and 1927. The second group will take 
in other nations as well, but apply to 
1928 only (1927 for Japan). 


JAPAN'S GOLD SUPPLY IN 
IN 1927 


1913 AND 


Taking at first only the gold held 
by the government and the Bank of 


Japan, we find it of two kinds. That 
is, gold held at home and gold (in 
cluding gold credits) held abroad. The 
total of these two groups in 1913 was 
376,000,000 yen and in 1927, 1,273, 
000,000. In 1913 deposit liabilities i 
Japan (not counting those of _ the 
central bank) were 2,334,000,000 yen, 
notes it circulation were 465,000,000, 
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and subsidiary coins (silver, nickel, and 
copper) were 311,000,000 yen—a total 
of currency and deposit liabilities 
amounting to 3,110,000,000 yen. In 
1927 the corresponding total was 
i6,930,000,000 yen. 

In addition to the gold stock of the 
government and Bank of Japan, there 
were in circulation in 1913 some 
521,000,000 yen of gold coins and in 
1927, some 693,000,000 yen. The total 
domestic gold stock held in Japan in 
1913, including gold coins in circula- 
tion, was 20.9 per cent. of currency 
and deposit liabilities. In 1927 it was 
10.5 per cent., a decrease of just about 
50 per cent. in the ratio. 

While oversea gold holdings should, 
strictly speaking, not be _ included, 
partly because they are not all kept 
in gold coin or bullion (being at times 
locally invested abroad) and partly 
because an oversea stock is not always 
available in time of emergency, their 
inclusion in total gold holdings of 
Japan will give an interesting compari- 
son of Japan’s gold-wealth in 1913 and 
1927. 

In 1913 the total domestic and over- 
sea gold stock, plus gold coins in circu- 
lation, was 28.8 per cent. of the 
above-mentioned liabilities. In 1927 
it was only 11.6 per cent., a decrease 
in this case of roughly 60 per cent. 
(in place of 50 per cent., as cited 
above). 

This is shown in greatly condensed 
form in the table on this page, based 
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on statistics given in the Bank of Japan’s 
Economic Statistics of Japan, 1928. 
The ratio of total domestic and over- 
seas stock (item 4) to the total deposit 
liabilities and money in_ circulation 
(item 6) is 28.8 per cent. for the 1913 
period and 11.6 per cent. for 1927. 
The ratio of domestic gold stock alone 
to item 6 in the table below is 20.9 per 


JAPAN’S GOLD, AND HER CURRENCY AND DEPOSIT LIABILITIES 1913 and 1927 


(In millions of yen) 


Total 1 
Total 2 


plus 3 
plus 3 


Ab whe 


oO 


Gold held by government and Bank of Japan in Japan and overseas 376 
Gold held by government and Bank of Japan at home 130 
Gold coins in circulation, less gold yen in Bank of Japan's specie reserves 521 


Total deposit liabilities plus money in circulation® ................ 3,110°9 


End of 
1913 


End of 
1927 
1,273 
1,087 

693 
1,966 
1,780 

16,9307 


897 


* Includes total note issue, subsidiary coins (including silver), postal savings deposits 
and deposits in all banks (except the Bank of Japan), trust companies (1927 only), co- 
operative societies, and co-operative credit societies (1927 only). 

** Composed of deposits (2,334,000,000 yen), paper currency (465,000,000 yen), 
and metallic currency other than gold (311,000,060 yen). 


+ Deposits (14,530,000,000 yen), 
currency other than gold (568,000,000). 


paper 


currency (1,832,000,000), and metallic 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 
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Kr. 40,000,000. 
New York Agents: 
The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


cent. for 1913 and 10.5 per cent. for 
1927. 

The actual and relative amount of 
gold held at home by the central bank 
and government was larger in 1927 
than in 1913, the ratio of domestic and 
oversea holdings of the central bank 


increase of the gold coin circulation 
from 605,030,000 yen in 1913 to 
945,636,000 yen! in 1927. 

Comparing the 1927 ratios of Japan 
with the June 30 ratios of other coun- 
tries we see that Japan had fourth 
place, even excluding her oversea 


RATIO OF JAPAN’S GOLD STOCK, INCLUDING AND EXCLUDING GOLD COINS 
IN CIRCULATION, TO CURRENCY AND DEPOSIT LIABILITIES 


Gold stock to 
total deposit* 
End of and currency 
year liabilities 
Domestic 
gold only 
1913 100 per cent. 4.2 per cent. 
1927 100 per cent. 6.4 per cent. 
* Not including Bank of Japan. 


and government to liabilities declined 
from 12.1 per cent. to 7.5 per cent. 
From these comparisons it appears 
that the better actual gold position in 
1927 is in reality a poorer position, 
when liabilities are taken into account. 
This fact is very little affected by the 


Gold stock, not including 
gold coins in circulation 

Domestic and 
oversea gold 


12.1 per cent. 
7.5 per cent. 


Gold stock, including 
gold coins in circulation 
Domestic and 
oversea gold 
28.8 per cent. 
11.6 per cent. 


Domestic 
gold only 


20.9 per cent. 
10.5 per cent. 


holdings, and showed a better ratio 
than the United States or Great 
Britain. This advantage of Japan’s 
may very well be only an apparent 
one, because of the fact, referred to 
above, that she is not a great user of 


bank checks. 


RATIO OF GOLD HELD BY CENTRAL BANKS AND GOVERNMENTS OF 
CERTAIN COUNTRIES TO CURRENCY AND DEPOSIT LIABILITIES,* 
JUNE 30, 1928** 


Country 

France 

Italy 

Germany 

Japan (including oversea stock of gold) 
Japan (excluding oversea stock of gold) 
United States 

Great Britain 

* Not including deposits with central banks. 


** December 31, 1927, in the case of Japan. 


Ratio in Per Cent. 


+ All countries but Japan from Journal of the American Statistical Association, March, 1929. 
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To Banks Doing Business 
with Canada 


The Bank of Montreal offers unsurpassed facilities for the 
handling of the business of United States Banks and Trust 
Companies anywhere in Canada. 


—Bank of Montreal offices in New York, Chicago and San 
Francisco will quote Canadian exchange. 


—The Bank of Montreal maintains direct wire service be- 
tween its offices in Montreal, Toronto, Winnipeg, Van- 
couver, New York, Chicago and San Francisco. 


BANK OF MONTREAL 


Established 1817 
Total Assets in Excess of $960,000,000 


New York Agency ..... . . « 64 Wall Street 


Current Conditions in Canada 


HE general level of business activ- 
ity during the last month,” says 


the January Monthly Commercial 
Letter of the Canadian Bank of Com- 
merce, Toronto, appears to have been 
about 10 per cent. below that of De- 
cember, 1928. “The causes have been 
so freely discussed during the last few 
months that it is needless to repeat 
them. At present business is still in the 
orocess of readjustment consequent upon 
the retarding influences of the last half 
of 1929 and it is natural, therefore, 
there should be irregularity in several of 
its most important branches. Even the 
casual observer of conditions, however, 
must be impressed by the stabilizing 
factors which have been brought into 
play. This does not mean that the re- 
cent difficulties have been overcome or 
that business is immediately to regain 
its former swift pace; the effect of a de- 
crease in Western purchasing power, of 
the collapse of the stock market, of 


weak commodity markets and of ‘dis- 
tress labor’ at certain centers are not 
easily removed. But while there are 
weaknesses in the economic organization 
these have met continuous resistance 
from other influences and: the latter in- 
crease in strength as time goes on. The 
result is a growing confidence of the 
great body of people in its ability not 
only to safeguard itself against undue 
stress, but also to prepare for better 
times. This attitude is justified and, so 
far as the future is concerned, is being 
shaped into practical form in the plans 
of many large corporations for extensive 
development of mining, metallurgical, 

manufacturing and power facilities.” 
“On the bright side,” says the Bank 
of Montreal in its Business Summary 
for December 23, “is continuous min- 
ing development, much construction, 
both present and prospective, of build- 
ings and engineering works, important 
railway projects shortly to be begun, 
247 





—— ss... 
SS SSSA S BASS DAA DADA D DDD ADDDDD DDD DDDDDDD DDD DDD DD DODD DADA ADDN DDD DDD DBD DRDM ORD 
ph LLL rrr irre 


BANCO DE PONCE 


PONCE, PORTO RICO 


CAPITAL and SURPLUS, over ...... 


$1,355,000.00 


In area Porto Rico is compared to the state of Connecticut, but in point 

of importance as a commercial customer of the United States the Island 
ranks close to Brazil, a territory much 
larger than the entire continental United 
States. 





With average yearly imports of about 
$90,000,000 the Island's collection business 
should be a significant item in every Bank. 


To facilitate obtaining a share in the han- 
dling of this substantial business Banks 
should select as their Porto Rican corre- 
spondent an institution with an intimate 
knowledge of local customs and laws, and 


the BANCO DE PONCE offers special 








the newsprint industry reaching new 
peaks of output each month, the iron 
and steel industries well employed, and, 
above all, an abiding faith that the 
material progress of Canada is not to 
be stayed. Bank note circulation at the 
close of October was at a high point. 
Commodity prices have tended slightly 
downward in an orderly way. Textile 
industries are working at fairly good 
capacity. Hydro-electric power produc- 
tion steadily increases and finds a ready 
market, while major new projects are 
in the making. 
FOREIGN TRADE 

“Foreign trade continues to be’ in- 
fluenced by short crops and deferred 
shipments of wheat. Exports at $113,- 
246,000 were $8,200,000 less than in 
October, but well above the average of 
the nine preceding months, while im- 
ports at $108,578,000 were down nearly 
$8,000,000.. For the second month in 
succession exports have exceeded im- 
ports and checked the threatened rising 
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services and facilities in this respect. 
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tide of adverse balances. In November 
the excess of exports was $4,668,000 but 
in the eleven elapsed months of the 
calendar year imports of $1,214,472,000 
and exports of $1,117,881,000 show an 
adverse balance of $96,541,000. 


NEWSPRINT INDUSTRY 


“The newsprint industry reached in 
November a new height of production, 
mills turning out 252,046 tons, a few 
more tons than in Qctober. In the 
elapsed eleven months the output of 
Canadian mills has been 2,496,564 tons, 
an increase of 322,000 tons over the 
corresponding period in 1928. The price 
of newsprint for the coming year has 
not yet been definitely fixed by all com- 
panies, but $60 a ton, an advance of 
$5, has been announced by some of the 
largest producers as their new contract 
price. A large mill was put into pro 
duction in Nova Scotia by the Mersey 
Paper Company this month, and an’ 
other is approaching completion in New 
Brunswick. 
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Chief Manager—W. E. Preston. Managers—J. S. Bruce, G. Miller. 
Sub-Manager—J. L. Crockatt. 

BANKERS—The Bank of England; Midland Bank, Limited; Westminster Bank, 

Limited ; National Provincial Bank, Limited; the National Bank of Scotland, Limited. 


Through our branches in all the principal trade centers of India, Ceylon, Bur 
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BANK STATEMENTS 


“The statement of chartered banks in 
Canada at October 31 shows that for 
the first time in many years current 
loans exceeded notice deposits, the 
former standing at $1,473,427,000 and 
the latter at $1,470,045,000. During 
October the total of notice deposits re- 
mained unchanged, while current loans 
rose $69,000,000. Bank debits for No- 
vember stood at $4,176,749,612, as 
compared with $4,431,843,134 for No- 
vember last year.” 

ROYAL BANK VOTES CAPITAL INCREASE 

An increase in the capital of the 
Roya! Bank of Canada, Montreal, from 
$40,000,000 to $50,000,000 by the is- 
suing of 100,000 shares of stock with a 
par value of $100 each was authorized 
by the stockholders of the bank at their 
annual meeting. 

In addressing the stockholders, Sir 
Herbert Holt, president of the bank, 
said: 


“In spite of the losses incurred by 


thousands of investors throughout the 
country last year, there is no reason to 
look forward to more than a moderate 


recession in business during 1930. For- 
tunately, speculative excesses were con- 
fined to securities. Commodity prices 
have remained stable, inventories are 
low, employment and wages are being 
maintained at a relatively high level, the 
improvement in industrial efficiency has 
continued and the financial position of 
industry is excellent. Such conditions 
warrant optimism. 

“In both Canada and the United 
States high production records were at- 
tained in 1929. In both countries the 
danger of general public pessimism con- 
stituted a more severe threat against 
prospects than was furnished by any 
fundamental weakness in the business 
structure.” 

Sir Herbert commended the action of 
President Hoover in securing the active 
co-operation of the industrial leadership 
throughout the country to establish 
stability. “There is no question that 
Canada should profit by this example,” 
he said. 
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Sir Herbert reiterated his statements 
on the “lack of balance in our trade” 
with the United States. “In the last 
twelve months,” he said, “our imports 
from that country had a value of $898,- 
000,000 and our exports to the United 
States had a value of $547,000,000.” 
In view of the fact that news from 
Washington indicated that tariff meas- 
ures now under consideration there 
were designed with a view to assisting 
home industry and agriculture rather 
than with the aim of fostering trade re- 
lationships with other countries, Canada 
would have to govern itself accordingly. 
“It seems to me,” he added, “that a 
business council would suggest meas- 
ures that would stimulate trade re- 
lationships with countries that are will- 
ing to buy agricultural and other prod- 
ucts from Canada and advise measures 
that would promote the growth of Ca- 
nadian industries manufacturing items 
that we now buy from the United 
States.” 


When You Think of 
PORTO RICO 


You Just NATURALLY Think of 


AMERICAN COLONIAL BANK 


Head Office—SAN JUAN 


Branches 


Santurce 


We Co a on Collections 


Ponce Bayamon 


BANK OF TORONTO 


Profit and loss account of the Bank 
of Toronto for the year ended No 
vember 30, 1929, reported net profits 
for the year of $1,453,436. A bonus 
of 1 per cent. was paid in addition to 
the dividend of 3 per cent. quarterly. 
The statement of November 30 re 
ported capital of $6,000,000, reserve of 
$9,000,000, deposits of $104,996,635 
and resources of $142,185,619. 


IMPERIAL BANK OF CANADA 


Balance sheet of the Imperial Bank 
of Canada, Toronto, as of October 31, 
1929, showed capital of $7,000,000, re- 
serve of $8,000,000, deposits of $122, 
905,451 and resources of $154,580,786. 
The bank's profit and loss account for 
the year ended October 31 reported 
profits for the year of $1,561,561, out 
of which a dividend of 12 per cent. 
and a bonus of 1 per cent. were paid. 
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Faith in Canada’s Future Expressed 
by Bankers 


business future was expressed by 
Sir Thomas White, K.C.M.G., 
in an address before the stockholders of 
the Canadian Bank of Commerce at their 
annual meeting in Toronto. Sir Thomas 
is vice-president of the bank and was 
acting chairman of the meeting in place 
of Sir John Aird, president, who was 
en route home from Kyoto, Japan, 
where he attended a meeting of the In- 
stitute of Pacific Relations. Assets of 
the bank were announced as $801,000,- 
000, the highest in its history, and net 
profits for the year were $5,066,229, an 
increase of 27 per cent. over 1928. 
That definitely projected new work 
in Canada will cost a billion dollars, 
half of which will be spent this year, 
was disclosed by S. H. Logan, general 
manager, who based his statement on a 


LJ tisines foros faith in Canada’s 


country-wide survey recently completed 
through the nearly 800 branches of the 
bank. The bulk of the expenditure will 
be in major mining properties, construc- 
tion of business buildings, hydro- 
electric development, railway and in- 
dustrial expansion and road building. 
‘In considering the general position of 
Canada,” Mr. Logan added, “we must 
keep in mind our extreme good fortune 
in the almost unlimited economic re- 
sources we possess. How these are being 
progressively developed may be judged 
by the record of the last five years. In 
1924 the value of our agricultural prod- 
ucts was $1,494,000,000; in 1929 it is 
provisionally estimated at $1,590,000,- 
000. In the same period the value of 
mineral production rose from $209,000,- 
000 to about $303,000,000, and that of 
forest production (including paper), 
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THE MERCANTILE BANK OF INDIA LIMITED 


Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 


New York Correspondent: BANK OF -.MONTREAL 


Capital Authorized 
Capital Paid-up ° ‘ ° 
Reserve Fund and Undivided Profits 


; . ‘ ; £3,000,000 
‘ f ; . £1.050,000 
, - . £1,512,884 


BANKERS:~—Bank of England; Midland Bank Limited 
Branches and Agencies in India, Ceylon, Burma, Siam, Straits Settlements, 
China, Port Louis, Mauritius and Dutch East Indies 


The Bank buys and sells Bills of Exchange, issues Letters of Credit and conducts every description 


of Banking Business in connection with the East 


Fixed Deposit rates will be quoted upon application. 


On current accounts interest is allowed at 2 per cent. per annum on daily balances, provided interest for 
JAMES STEUART, Chief Manager 


the half year amounts to £1. 


from $386,000,000 to $437,000,000. 
There was little change in respect of the 
fisheries. 

“Our national income rose by at 
least $500,000,000, and increases in 
savings banks deposits of $220,000,000 
and in life insurance premiums of about 


© UNDERWOOO & UNDERWOOD 
SIDNEY Henry LOGAN 


General manager of the Canadian 
Bank of Commerce. 


$90,000,000, show that much of the 
new income was retained. In the short 
space of time allowed for comparison 
we have seen our Western farming 
community become one of the most 
prosperous of any on the globe, and the 
leading factor in the world wheat mar- 
ket. We have also witnessed the de- 
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velopment of our newsprint industry to 
the point where it accounts for over 
one-third of the world’s production of 
this commodity, and about 10 per cent. 
of all the paper made. 

“Many other Canadian industries, 
motor car manufacture for instance, 
which is now the second largest unit in 
world motor manufacture, have made 
outstanding progress. In 1924 the gross 
value of manufactures was less than 
$3,000,000,000, while in 1929 it was 
close to $4,000,000,000.° Foreign trade 


expanded greatly in this period; the 
value of exports increased by $200, 


000,000, and that of imports by $417, 
000,000. This is the materia! record, 
and it speaks for itself.” 


MARKET SPECULATION 


Sir Thomas White said that hand in 
hand with continued prosperity in Can- 
ada and the United States had de 
veloped a mania for stock speculation, 
which, after inflation of stock prices 
and credits, ended in the collapse of the 
stock market. “Too much credit,” said Sir 
Thomas, “cannot be given the Federal 
Reserve authorities in the United States, 
who strove, in the face of unmerited 
criticism, to stem the tide of unre 
strained speculation, and to the leading 
banks and financiers of New York, who 
by their wise and courageous action 
averted the worst consequences of panic 
and safely tided the process of de 
flation to a sounder basis of values.” 

After discussing the shortage in the 
Western grain crop, conditions in the 
lumber, pulp and paper industries and 
the increase in the output of minerals, 
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Sir Thomas said: “In extent of water 
power Canada stands second or third 
among the nations, and in the last 
decade has made greater use of this 
great natural resource than any other 
country except the United States. Prob- 
ably not more than half of our potential 
water power sites have been carefully 
examined by engineers, and in contrast 
with those countries which precede 
Canada in the list of water powers, 
most of our known sites are in indus- 
trial regions. It would appear that our 
total hydro-electric production is now 
second only to that of the United 
States. 

“Most of the development in Canada 
has been undertaken in the last ten 
years; in 1919 the total installation was 
2,470,000 horsepower, while at this time 
it is over 3,700,000 horsepower. Work 
is now in progress which will add at 
least 1,500,000 horsepower during the 
next few years. Part of this new power 
is required for household and other pub- 
lic service, but most of it will be car- 
ried to industrial plants, thus adding 
greatly to the productive capacity of 
the Dominion. We may, therefore, re- 
gard electrical development in Canada 
as one of the most important of world 
economic events, and the known energy 
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still to be made available as one of the 
most valuable of our potential natural 
assets.” 


International Banking Notes 


T the annual stockholders’ meeting of 
Barclays Bank (Dominion, Colonial 
and Overseas), London, held Janu- 

ary 21, directors reported net profit 
for the year ended September 30, 1929, of 
£516,593 after payment of all charges, and 


Provision for all bad and doubtful debts. 
To this has been added £130,709 brought 
forward from the previous account, making 
a — of £647,303 for distribution as 
follows: 
To provision for income tax, etc. ..£130,000 
To reserve fund 150,000 
To interim dividends at the rate of 8 
per cent. per annum on the cumu- 
tive preference shares and at the 
te of 4 per cent. per annum on 
“A” and “B” shares, less in- 
me tax 
‘nal dividend at the rate of & 
cent. per annum on the cumu- 
ve preference shares of £1 
, fully paid, less income tax 57,376 


108,296 


To final dividend at the rate of 5 
per cent. per annum on the “A” 
shares of £1 each fully paid and 
the “B” shares of £5 each, £1 paid, 
less income tax 
To carry forward to next account 137,981 
The bank has capital of £4,975,500, re- 
serve fund of £1,550,000, deposits of £61,- 
043,262 and total resources of £73,098,634. 


G. S. SANpForD has been appointed New 
York agent of the Chartered Bank of India, 
Australia and China, London. 


STATEMENT of condition of the Skandina- 
viska Kreditaktiebolaget, Sweden, as of No- 
vember 30, 1929, shows capital of Kr. 87,- 
188,000, reserve of Kr. 94,812,000, deposits 
of Kr. 70,962,931 and resources of Kr 
991,345,438. 


Net profit of the Commercial Bank of 
Scotland, Limited, Edinburgh, for the year 
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[Func the year 1929 more important changes have occurred 
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16 Mergers involving Large New York 
Banks alone during 1929 


Fifteen principal New York banks have reached their present position 
through the absorption of 132 institutions. New York City now has 
its “Big Three” with assets from one and a half to two billion dollars 
as a result of the 1929;mergers. 


Germany, Jugo-Slavia, Belgium, USSR, Lithuania, Spain, Italy, China, 
Netherlands, Roumania, are also among the countries in which there 
have been important consolidations. 
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ended October 31, 1929, was £367,982, ac- 
cording to the directors’ statement to the 
stockholders. To this sum has been added 
£51,569 brought forward from the previous 
account, making a total of £419,551, which 
has been allocated as follows: 

To half-yearly dividend on the “A” 
shares at the rate of 16 per cent. 
per annum, less income tax 

To half-yearly dividend on the “B” 
shares at the rate of 10 per cent. 
per annum, less income tax 

To final dividend on the “A” shares 
at the rate of 16 per cent. per an- 
num, less income tax 

To final dividend on the “B” 
at the rate of 10 per cent. per an- 
num, less income tax 

To reserve fund 

To officers’ retiring allowances fund 

To reduction of cost of bank proper- 
ties 50,000 

To carry forward to next account.. 62,551 
The institution's balance sheet as of Oc- 

tober 31 showed paid up capital of £2,250,- 

000, reserve fund of £2,800,000, deposits of 

£35,228,897 and resources of £45,350,983. 


20,000 


112,000 


20,000 
50,000 
25,000 


Banca Nazionale di Credito, Milan, in its 
October 31, 1929, statement, showed capital 
of Lit. 300,000,000, reserve of Lit. 60,000,- 
000, deposits of Lit. 2,329,207,731 and re- 
sources of Lit. 2,804,900,381. A compara- 


tive statement compiled at the same date 
shows the growth of the bank since Decem- 
ber 31, 1923, when resources were Lit. 929.- 
842,773. 


Report of the directors of the Bank of New 
South Wales, Sydney, gives net profits of 
the institution for the year ended Septem- 
ber 30, 1929, as £994,824, after deducting 
rebate on current bills, interest on deposits, 
etc. To this has been added £168,653 
brought forward from the previous account, 
making a total of £1,163,478, which has 
been disposed of as follows: 
To dividend at the rate of 10 per 
cent. per annum 
To reserve fund 
To carry forward to next account. 163,478 
The bank in its statement of condition as 
of September 30, 1929, reported paid up 
capital of £7,500,000, reserve fund of £5,- 
900,000, deposits of £66,640,142 and re- 
sources of £90,806,297. The institution has 
588 branches and agencies. 


THE National City Bank of New York has 
recently opened for business its new branch 
bank building in the business and financial 
section’ of Buenos Aires. The new structure 
conforins to the type decided upon some 
time aso by the National City Bank as suit- 
able ! reproduction anywhere in the world 
with aly minor alterations in detail. Most 
of th units completed under the new de- 
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sign are of severely plain exterior of lime- 
stone with a decoration over the. main en- 
trance consisting of the bank's seal in gold, 
with a conventionalized American eagle 
carved on either side. 

The exterior of the new building is of 
Botticino marble with dark green Swedish 
granite base. The walls of the interior of 
the building are of Botticino marble with 
tinos wainscot and blue belge base. The 
banking counter is a combination of the 
same marbles. The screen is the latest de- 
velopment in bank screens, being five feet 
and six inches in height with no overhead 
wire mesh. The floors are made of alternate 
squares of tinos green and Botticino marble 
with small blue belge marble insets. The 
metal work throughout is a combination of 
German silver and gunmetal. 

The building rises six stories above the 
street level and has two floors below the 
street for modern vaults. The upper three 
floors of the building are to be occupied by 
the American Club of Buenos Aires which 
will maintain attractively furnished quarters 
there. 

The lobby of the’ bank, 40 feet high, 55 
feet wide and 65 feet long, is finished in 
various imported marbles with Botticino mar- 
ble predominating. The building boasts the 
largest steel buiiding girder in South Amer 
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ica, weighing more than fifty tons, which, 
with other huge girders, supports the roof 
of the main banking floor and the four floors 
above. The vaults are guarded by a circular 
steel door weighing thirty tons. 


Frs. 60.000.000 
Frs. 38.000.000 
Frs. 18.500.000 


Branches: 
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The first modern airship beacon in South 
America will be mounted on the roof of the 
new building, its beam of 350,000,000 candle- 
power being visible on a clear night for a 
distance of 100 miles. 


Interference with Business 


Handelsbanken of Stockholm, ap- 

pears a very interesting article by 
Sir Ernest J. P. Benn on “Politics and 
Economics.” From this article the fol- 
lowing extract is taken, which may 
apply elsewhere than in England. 


I: the “Index,” issued by the Svenska 


“Everybody is discussing business in 
England except the business man; it is 
one of his foibles that he does not talk; 
he must alter his habits. The parsons, 
the doctrinaires, professors, politicians, 
the thousand and one different kinds of 
new-world-mongers, all are prepared at 
a moment’s notice to give an opinion 
upon industrial or commercial problems, 
the rule being: the less experience the 
more cocksure the view. When the 
history of age comes to be written this 
period will be known as the age of the 
committee. We shall be described as a 
people who gave up work and sat on 
committees, who laid down their tools 
and took to politics and who adopted 
the interesting though unsuccessful ex- 
periment of living on the capital be- 
queathed to them by former generations 
and on the debts they are leaving behind 
for posterity to pay. We are all engaged 
in putting others right, we know ex- 
actly what everybody else ought to do, 
and we apply the whole of our legisla- 
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tive power to arranging that somebody 
else shall do something or, rather, 
arranging that somebody else shall not 
do something. Most of us seem to be 
more interested in hindering others in 
their work than in performing our own. 
In England two Acts of Parliament are 
passed a week, which makes 3000 Acts 
since the beginning of the century, 
most of them interfering with some: 
body’s business or somebody's trade— 
and then we marvel that trade does 
not prosper exactly as we wish. 
“People will not realize that political 
action, that legislation, is restrictive in 
its nature. The world needs today 
more of the ‘Thou shalt’ than of the 
‘Thou shalt not,’ which is the same as 
saying that it needs a little more 
liberty. In pursuance of the idea that 
we can put the world right through 
legislation, Great Britain has today 
about 2000 trade unions, their business 
being to see that no man does more 
work than the least efficient; similarly 
there are an equal number of trade 
federations, formed to insure that no 
tradesman charges less than all the 
others would like to have. Add to 
these the numerous legislative councils 
and you get a burden of some 100,000 
trade association and union officials, in 
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addition to a million official bureau- 
crats, every one to some extent standing 
between a man and his job. And then 
it is claimed that the system of private 
enterprise, that ‘capitalism’ has failed! 
The cost of all this ‘governing’ amounts 
to the handsome little sum of £3 per 
week per family, and then people com- 
plain that industry is in a bad way. 
The most serious damage done is prob- 
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ably psychological, the idea being in- 
stilled into the minds of millions of 
people that somebody else, ‘the State,’ 
can provide for them. The creation of 
this dependent mind is the gravest 
danger in the modern political world. 
Dependence presupposes someone to de- 
pend upon, and when enough of us 
depend the whole structure breaks 
down under its own weight.” 


Barclays Bank Statement 
R tines. 1 of Barclays Bank, 


Limited, London, and of the 

group of banks it controls, in- 
clusive of capital and reserve funds of 
these banks but without bringing into 
account capital which the bank holds 
itself, aggregate more than £500,000,- 
000, according to recent statement. 

The balance sheet of Barclays Bank 
Limited as of December 31, 1929, re- 
ports deposits of £337,439,213, capital 
of £15,858,217, reserve fund of £10,- 
250,000 and total resources of £385,- 
539,358. 

F. C. Goodenough, chairman of Bar- 
clays Bank, reported to shareholders at 
their annual meeting in London that 
profits for the year 1929 amounted to 
£2,331,579, a slight gain over the fig- 


ures for 1928. They would have been 
substantially higher, Mr. Goodenough 
said, if it had not been necessary to 
make special provision out of profits to 
meet the losses incurred through the 
difficulties of the Hatry group. 

To the net profits for 1929 have 
been added £537,201 brought forward 
from the previous year, making £2,- 
868,781 available for allocation. Of 
this sum, £500,000 has been added to 
the contingency account; £150,000 to 
the reduction of premises account; £1,- 
666,348 has been paid out in dividends, 
which were at the rate of 10 per cent. 
per annum on the “A” shares and 14 
per cent. per annum on the “B” and 
“C™” shares. There remains a balance 
of £552,432 to be carried forward. 





FOURTEEN YEARS OF 
EUROPEAN INVESTMENTS 
1914-1928 


A Study by S. STERN 


Vice-President Equitable Trust Company of New York 


J wvestors who are interested in foreign securities will find a valu- 
able guide for the appraisal of European securities in this exhaustive 
study of their standing over the last fourteen years. The volume is 
based on authentic records showing what would have occurred from 
1914 to 1928 in the case of investment, half in stocks and half in bonds, 
of $25,000 in each one of thirteen European countries, and in the 
United States and Canada. 

The study illustrates the appreciation or depreciation of capital in 
the several countries during the period reviewed, shows changes in yield 
of securities, and takes into account stock dividends and rights distributed. 


PART I 
Shows why this crucial period is a criterion of the future; discusses 
the advantages of foreign investments for a creditor country and the 


advantages of foreign loans to a debtor country; advises in regard to © 


the currency risk in foreign securities; and relates the methods used in 


making the inquiry and the results shown by it. 


PART II 
Contains a detailed survey of each of the fifteen countries con- 
sidered, i.e., Austria, Belgium, Canada, Denmark, England, France, 
Germany, Holland, Hungary, Italy, Norway, Spain, Sweden, Switzer- 
land and the United States. 


PART Ill 
Takes up the important question of protection of rights of security 
holders in each of the fifteen countries considered above. 


APPENDICES 
Give recapitulations of the results of the survey in each country, 
each illustrated by charts; presents a total of 55 charts; and discusses 
ten countries not included in the survey—Bulgaria, Esthonia, Finland, 
Greece, Jugo’Slavia, Latvia, Lithuania, Poland, Portugal, Rumania. 


BANKERS PUBLISHING COMPANY, 
71 Murray Street, 
New York, N. Y. 
Send me a copy of Fourteen Years of European Investments for which I 
enclose remittance of $5. 
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Banking Views on 1930 


ness of the business structure 

and varying degrees of optimism 
in regard to prospects for 1930 were 
expressed by a number of prominent 
senior bank executives in their annual 
messages to the stockholders of their 
respective institutions. 

A belief that the business depression 
will not be of long duration was ex- 
pressed by Charles E. Mitchell, chair- 
man of the board of the National City 


(CT nes: of the in the basic sound- 


CuHar_es E. MITCHELL 


Chairman of the National City Bank of 
New York. 


Bank of New York. “All in all,” he 
said, “the past year has cleared itself, 
with difficulties to be sure, of the dan- 
gers that menaced it from its very start. 
The correctives have caused the new 
year to begin with a somewhat dimin- 
ished business activity, but the business 
Organization is not incapacitated in any 
t nor is the physical wealth of the 

ry impaired. Quite generally in- 
dustr and trade are more adequately 
fina: ed than at any time in the past. 


resp 
cou! 


No serious disturbance of commodity 
prices has occurred. 

“The decline of interest rates is favor- 
able to enterprise and the amount of 
constructional work planned for is 
greater than usual. A general feeling 
of confidence exists throughout the 
country. In view of these conditions it 
does not appear probable that business 
will remain below the normal stage of 
activity for any protracted period.” 


REYNOLDS FORESEES LIKENESS TO 1927 


As regards business in 1930, Arthur 
Reynolds, chairman of the board of the 
Continental Illinois Bank and Trust 
Company of Chicago, expressed the 
opinion that, “If a standard or pattern 
is needed, it is to be found in the aver- 
age of production, trade and profits dur- 
ing 1927. 

“The efforts of President Hoover,” 
Mr. Reynolds said, “will undoubtedly 


have an effect, but the impulse to re- 
newed activity will be the time-honored 


one of depleted stocks. An added im- 
pulse will be felt from any increase in 
construction and particularly from the 
increase in exports that is reasonably to 
be expected. 

“It is doubtful if new building will 
exceed the figures for 1929 and it will 
be March or April before any increase 
is likely. But construction—including 
buildings, roads, public works, all kinds 
of industrial additions and betterments 
—should exceed the 1929 figures and 
the effect of this should be felt in the 
second quarter of 1930. 

“An outflow of gold, for some 
months, is probable and will operate as 
a check on the decline in money rates, 
unless offset by Reserve bank purchases 
of Government securities and perhaps a 
lowering of interest rates in Europe.” 

The test for the duration of the busi- 
ness recession should, in Mr. Reynolds’ 
opinion, be found in the amount of ex- 
pansion in the spring. If there is the 
normal seasonal increase, he thinks, 
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prospects will be bright indeed. If an 
increase but not as large as usual, the 
duration of the recession will be slightly 
longer. 

“Profits may approximate the figures 
for 1928,” stated Mr. Reynolds, “even 


© stanx-stower 
ARTHUR REYNOLDS 


Chairman of the Continental Illinois 
Bank and Trust Company, Chicago. 


more closely than those for 1927. An 
examination of the net profits of all 
corporations in the United States shows 
that the business recession of 1924 re- 
duced profits only some 12 per cent. 
that year, compared with the figures of 
the preceding twelve months. The re- 
duction attributable to the recession of 
1927 was only a little over 9 per cent., 
compared with profits in 1926. If, in 
1930, there should be as much as a 15 
per cent. reduction from a conservative 
estimate of profits for 1929, the result 
would figure nearly as large as in 1928. 
A 20 per cent. reduction—an absurdly 
large figure-—would still leave profits 
larger than in 1927. 

“Suggesting a business average at 
least as large as in 1927 does not mean 
that all industries or all concerns in 


those industries will fare exactly alike. 
It would be too much to expect com- 
plete uniformity of business activity and 
profits in all lines of business and all 
sections of the country. And it is cer- 
tain that profits will depend even more 
than in recent years on the quality of 
business management. 

“Fundamental conditions are sound. 
Business men can look forward to the 
new year with confidence. I believe 
that at the close of 1930 it will be 
found that the volume has been larger 
than expected and profits satisfactory.” 


WIGGIN STRESSES GOOD BUSINESS MORALE 


A declaration. that the business: situa- 


community has very little quick debt 
was contained in the annual report of 
Albert H. Wiggin, chairman of the 
board to the stockholders of the Chase 
National Bank of New York. 

“Business morale is good,” said Mr. 
Wiggin. “The timely action of Presi- 
dent Hoover has had a very wholesome 
effect upon business morale. Business is 
going on, because, as a result of hand- 
to‘mouth buying, inventories are mod- 
erate and must regularly be replenished. 
We are thoroughly justified in saying 
‘business as usual.” ” 

As regards the gold situation, Mr. 
Wiggin stated that there is enough gold 
in the world to do the legitimate world 
business at legitimate rates of interest, 
but that there is not enough to finance 
such a speculation as has recently taken 
place and not enough surplus gold to 
justify cheap money at the present time. 
With money cheap and excessive for 
the most liquid uses, he pointed out 
that it is rates for the most liquid loans 
which govern international gold move- 
ments and the low rates have already 
sent out a great deal of gold in No 
vember and December, a season when 
gold is normally more likely to come in 
than to leave. 

“This outflow of gold,” he adds, 
“may well disappoint exaggerated hopes 
of prolonged cheap money, but we 
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should none the less welcome it. It 
means that the international money 
market is working toward equilibrium 
and that interest rates in the future will 
more nearly reflect the facts about the 
world’s capital supply than they have 
done in recent years. If this means 
higher interest rates than those of 1927, 
it also brings the corrective of more 
savings and less wasteful use of capital, 
and this in time will produce soundly 
based lower interest rates again. 

“In gauging our domestic money mar- 
ket situation, and the prospects of the 
vold outflow, we must recognize, of 


ALBERT H. WIGGIN 


Chairman of the board of the Chase 
National Bank of New York. 


course, that the general world money 
market situation is tight. For nearly 
two years our stock market drew to it- 
self funds from every part of the world, 
and for a year and a half it has been 
very difficult to place foreign loans in 
the American market. For several 
years preceding 1928, the world has 
been accustomed to lean heavily upon 
New York, and the changes since then 
have consequently brought monetary 
tension to most foreign markets. The 
world |. eager to take gold from us, 
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and many markets are in a_ position 
where they can take gold when our in- 
terest rates are low. 

“This presents a different situation 
from that prior to 1927. Gold poured 
in on us from 1920 to 1927, whether 
our interest rates were low or high, be- 
cause the rest of the world was largely 
off the gold standard, and could not 
compete for gold. Today we can still 
draw in gold if we make our rates high 
enough, but if our rates go low we 
lose gold.” 

AVERAGE 


BUYER NOT 


HECHT 


AFFECTED, SAYS 


“The general business situation in the 
United States has undoubtedly received 
a severe shock as the result of the col- 
lapse of the stock market,” R. S. Hecht, 
president of the Hibernia Bank & Trust 
Company of New Orleans, told stock- 
holders of that institution, “but, for- 
tunately, our prosperity rests on sounder 
foundations than inflated security values, 
and therefore did not come to the same 
abrupt end as the great bull market. 

“We do not believe,” he added, “that 
the actual purchasing power of the aver- 
age buyer has been affected, but we 
think the disillusion suffered by so many 
people has temporarily at least some- 
what affected their buying habits. 

“However, there is no occasion for 
pessimism because the fundamental basis 
of our prosperity remains as sound as 
ever, and the collapse of the specula- 
tive boom has not destroyed any of the 
real wealth of the country. Nor is 
there any indication that large inven- 
tories are carried over in any lines, or 
that general commodity prices are in- 
flated. 

“It is always difficult to make predic- 
tions regarding the future course of 
business, but it seems even harder than 
usual just now to arrive at a satisfac- 
tory conclusion as to what the coming 
year is likely to have in store for the 
business world. 

“Fundamental economic conditions are 
undoubtedly sound, and the main fac- 
tors upon which the progress and pros- 
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perity of the country rest appear to be 
satisfactory and presage a favorable out- 
look for 1930. 

“If we nevertheless expect a moderate 
recession in business as compared to re- 
cent high levels during the first and 
probably the second quarter of the year, 
the explanation is largely to be found 
in the state of mind of our people, so 


R. §S. HEcutT 


President Hibernia Bank & Trust 
Company, New Orleans, La. 


many of whom suffered severe losses in 
the recent crash. However, the mem- 
ory of man is proverbially short, and 
the average American is not given to 
bemoaning his losses but rather to look- 
ing hopefully forward to new and con- 
structive activity. 

“It is not likely, therefore, that the 
present let-down in business will be 
either very severe or of long duration. 
Especially will this be true if the very 
definite efforts being made by the Presi- 
dent and many business leaders to ac- 
celerate public and private building and 
to maintain general confidence prove 
successful. For it is hard to become 
pessimistic over the business outlook in 
this country so long as our people are 
generally emp!oyed at high wages and 


——_ 


adding many billions to the savings of 
the nation each year, thus insuring a 
continuance of our national purchasing 
power. 

“These thoughts, and our confidence 
in the continued growth of the United 
States, lead us to the conclusion that, 
although business may have a somewhat 
slower pace for the first few months of 
1930, especially in the so-called luxury 
lines, we shall find at the close of the 
year that net results will have been 
quite satisfactory. 

“In short, we believe that the busi- 
ness barometers show a gradually rising 
and favorable reading, and that busi- 


© sianx-stoiter 
Percy H. JOHNSTON 


President the Chemical Bank and 
Trust Company, New York. 


ness in 1930 will finish better than it 
starts.” 


JOHNSTON FORESEES MILD RECESSION 


“In the last annual report,” said 
Percy H. Johnston, president, to the 
stockholders of the Chemical Bank and 
Trust Company of New York, “atten: 


tion was called to the nation-wide 
speculation and its dangers. This situa’ 





ne 


THE BANKERS MAGAZINE 


tion culminated with the market crash 
of October and November. While many 
people whose houses were not in order 
have suffered from the recent decline, 
it is probable that the result will be a 
saner and more rational point of view; 
if so, the readjustment was wholesome. 

“It is difficult to foresee the outlook 
for business during the current year. 
After such drastic and general readjust- 
ment of security values it is natural to 
look for some slowing up in business 
during the present year and a conse- 
quent reduction of the national income, 
although we do not anticipate great or 
continued depression in business.” 

In a statement issued December 31, 
1929, Frank O. Wetmore, chairman of 
the First National Bank of Chicago, 
presented a survey of the year 1929. 

“The favorable business conditions 
that existed at the end of 1928,” he 
said, “continued and improved as the 
year 1929 progressed, to a point where 
business generally undoubtedly enjoyed 
one of the most prosperous years in our 
history. To be sure there were some 
lines that did not participate but this 
is always to be expected. 

“The one outstanding feature of in- 
terest during the year has been that of 
speculation, which attained a magnitude 
in volume and number of people inter- 
ested beyond anything known in the 
past. Had the results been confined to 
the speculative markets only, the con- 
sequences would not have been so seri- 
ous, but attracting as it did money from 
all countries it was a disturbing factor 
in the money affairs of all important 
Nations, and with the deflation of values 
in the stock market the release of funds 
thereby was promptly reflected in im- 
proved monetary conditions both at 
home and abroad. We believe that the 
deflation taken by itself has had and 
will have relatively little influence on 
business, but it is not surprising that 
there should be a recession in business 
trom the great volume and the great 
Prosperity we were enjoying during say 
the first eight months of 1929. 

“Business generally is in a sound 
Dositio: and if we are fortunate enough 


to have a substantial volume of cereal 
and increased volume of cotton exports, 
the two important disturbing factors in 
the present situation will be corrected. 
We see no reason why there should not 
be a fairly satisfactory volume of busi- 


FRANK O. WETMORE 


Chairman of the board of the First 
National Bank of Chicago. 


ness during the first six months of 
1930.” 


BAKER THINKS CONVALESCENCE TO BE 
EXPECTED 


According to J. Stewart Baker, presi- 
dent of the Bank of Manhattan Trust 
Company, New York, the past year 
“has been a trying one due to the un- 
paralleled and insistent demand for credit 
caused by the speculation in securities. 
The high rates attracted so large a por- 
tion of the fluid funds of the country 
to the call money market that the mar- 
ket for commercial paper was practically 
non-existent, which forced merchants 
and manufacturers to go to their banks 
to get the accommodation they required. 
This placed a heavy load on the banks, 
which, happily now has come to an end. 
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“After having passed through such 
a serious securities panic, with the con- 
sequent violent adjustment in prices and 
values, it is only natural that a period 


JoHN STEWART BAKER 


President the Bank of the Manhattan 
Trust Company, New York. 


of convalescence should follow before 
general business regains its strength and 
vigor. Fundamental conditions, I be- 
lieve, are sound. We must not be too 
impatient but rather let the improve- 
ment be gradual and sure. Strong 
stimulants often lead to a weaker con- 
dition after the effects have worn off. 
During the coming year there will be 
no substitute for hard work and efh- 
cient management.” 


WARBURG SAYS SPECULATION COULD 
HAVE BEEN CHECKED 


The speculative debauch into which 
the country rushed last year could have 
been checked in time to prevent the 
serious situation which brought on the 
stock market crash of October and No- 
vember, in the opinion of Paul M 
Warburg, chairman of the board of the 
Manhattan Company and of the Inter- 


national Acceptance Bank, Inc., New 
York. His statement was made at the 
annual meeting of the latter institution. 

“While the period under review was 
unusually satisfactory with regard to 
the results accomplished by the Inter- 
national Acceptance Bank, Inc., the 
record of the year 1929 will represent 
a dark page in the banking annals of 
the United States. The further we 
move away from the events of that 
period, the more apparent will it be 
that it should not have been impossible 
to bring to a halt the unfortunate 
speculative debauch, which engulfed the 
entire United States, long before it 
reached its colossal dimensions and cul- 
minated in the fatal collapse in October- 
November of that year. 

“It is idle now to discuss how much 
of the suffering inflicted directly and 
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PauL M. WaARBURG 


Chairman of the board of the Man- 

hattan Company and of the Inter- 

national Acceptance Bank, Inc., New 
York. 


indirectly upon the people in the New 
World as well as in the Old might 
have been avoided. Happily, we have 
now turned our backs upon the events 
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of this unfortunate episode. The 
strength of the Federal Reserve Sys- 
tem and the prompt and courageous 
action on the part of our leaders have 
enabled the country to weather the 
storm and to devote itself with unim- 
paired confidence and energy to the task 
of removing the wreckage and of re- 
starting the wheels of business on their 
normal course. Instead of streaming 
into the stock market, a substantial 
share of the savings of our people has 
again begun to seek investment in se- 
curities bearing a fixed return and the 
bond market, deserted since 1928, gives 
evidence of coming back into its own.” 


BUSINESS WILL MAINTAIN 
SAYS FOREMAN 


STABILITY, 


That the new year is to be regarded 
as a period for the maintenance of con- 
fidence in business and a stabilization 
of economic values commensurate with 
the resources and needs of the nation, is 
the belief of Oscar G. Foreman, chair- 
man of the executive committee of the 
Foreman-State National Bank and the 
Foreman-State Trust And Savings Bank, 
Chicago. 

“The twelve months just ended have 
witnessed a variety of situations and 
contradictions unparalleled in financial 
annals,” Mr. Foreman pointed out. 
“Economic trends prevailing under the 
new conditions have been swept aside 
while principles based on old funda- 
mentals have been confirmed. 

“The last year has been one in which 
material and basic prosperity has flour- 
ished while individual prosperity and 
wealth, to a substantial extent, have 
suffered. Notwithstanding all that has 
happened, 1929 has been of general 
satisfaction in the fields of commerce 
and industry. Sales volume has been 
maintained and in many cases increased, 
with corresponding profits. Labor has 
been well employed. The position and 
condition of those engaged in agricul- 
ture has been improved. 
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“It is reasonable to believe that if the 
numerous projects proposed for gov- 
ernment, railroad, public utility, and 
general business building can be put 
under way with sufhcient speed so as 
to avoid any gap in the general em- 
ployment situation, the purchasing 
power of the consumer should be main- 
tained and a general sound condition of 
business should result. 


Oscar G. FoREMAN 
Chairman of the executive committee 
of the Foreman-State National Bank 
and the Foreman-State Trust And 

Savings Bank, Chicago. 


“There is no real basis upon which 
to predict any period that savors of 


boom. On the other hand, despite all 
that has happened in the last year, there 
is no reasonable basis for pessimism. A 
broad and sane meeting of the situation, 
such as has been shown thus far on 
every hand, should bring about a solu- 
tion of the problems of the coming year 
in such manner as will insure a contin- 
uation of sensible prosperity.” 
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LOW eats ex 
“Sealed His Vow” y gel Dis 


To give authenticity and binding power to a promise, agreement 
or a document, the sea/ has been used all through the ages. One Ad 
of the most impressive examples of its use is that of Robert Bruce. , 


Before the immortal battle of Bannockburn Robert Bruce made 
a solemn vow to his army that, when victory came, he would give mee 
his country justice and the sound administration of laws. L 


Victory did come. Bruce was enthroned king. He immediately : : cell 
carried out his promises, passed laws that gave equal justice to will 
rich and poor, and, to give them binding power, sealed them with Ac ann 
his personal seal. Na, as rm 


The sea/ of the General Surety Company, when placed on a _— dele 
document, gives that document absolute, complete and irrevo- 


cable binding power. You are assured of the absolute and com- Identify Safe 


. : . . . . I ft é 
plete fulfillment of the obligation, in entire good faith, without magne TH 
. . F 4 é A by this Seal . 
quibbling or technical evasion. It gives you peace of mind— tion 
relieves you of all worry and uncertainty. It appears on Inven- pub 
' j ments Bearing General 
When placed on 2 security this sea/ and General Surety Surety Company's Irrev- bool 
Company's endorsement guarantee to you, unconditionally eosin, lesacted Geer Fina 
di ae bl hat i st will b id | F a " antee—backed by Capi- 
and irrevocably. that interest will be paid to you when due an cul cad Serpius of the 
that the principal is safe. This guarantee is backed by a capital $10,000,000. ing 
and surplus of $10,000,000. . 
orga 
An interesting booklet "THE SEAL THAT CERTIFIES SAFETY” men 
tells vital facts that every investor ought to know. A copy is yours for the B 
ashing. Send for it to our Home Office, 340 Madison Avenue, New York. an 
lar. 
GENERAL SURETY COMPANY adh 
eres cont 
Capital and Surplus $10,000,000 : 
cove 
Under the Supervision of the Insurance Department of the State of New York 
cont 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


been selected as the 
convention city by 
the Financial Advertisers 
Association for its 1930 
meeting, which will be held 
September 17-20. Official 
headquarters will be the 
Brown Hotel, which has 
ample space for exhibits, a 
large ball room for general 
sessions, and a Japanese 
garden on the roof for de- 
partmental sessions. Walter 
Distelhorst, advertising man- 
ager of the First National 
Bank of Louisville and 
president of the Louisville 
Advertising Club, extended 
the invitation to hold the 
meeting in that city. 
Louisville has several ex- 
cellent golf courses which 
will be available for the 
annual golf tournament and 
for the individual use of 


delegates. 


[sen set Ky., has 


THe Northwest Bancorpora- 
tion of Minneapolis has 
published an interesting 
booklet, “Blazing a New 
Financial Trail,” devoted to 
the subject of group bank- 
ing in general and to the 
Organizition and develop- 
ment of the Northwest 
Bancorporation in particu- 
lar. The booklet is twelve 
by nine inches in size and 
contains thirty pages. The 
cover '- of a grayish white 
containg an indistinct all- 
Over ©. sign. On the front 


FEBRUARY, 1930 


cover is reproduced a line 
drawing of a team of oxen 
pulling a covered wagon, 
with the title of the booklet 
and the name of the institu- 
tion below. 

The text of the booklet 
takes up first the growth of 
the Northwest and its need 
for a larger banking struc- 
ture than had previously 
been provided. It then 
turns to the subject of 
group banking, on which it 
quotes both the Comptroller 
of the Currency and E. W. 
Decker, president of the 


Northwest Bancorporation. 
The subject then turns from 
the general to the specific, 
and the organization of the 
Northwest Bancorporation 
is described, as is the terri- 
tory served, the service 
given in that territory, the 
company’s financial  state- 
ment and its management. 
Under the last mentioned 
heading are presented re- 
productions of the portraits 
of the members of the com- 
pany’s executive committee, 
as well as a complete list of 
its officers and directors. 


Wien is a man with $100,000 
POORER “Zhan a man 
with *25 a week? 


HIS is not a foolish question. We have in mind « 
particular man—e resident of New York. 

Years ago he had a job qt $25 # week. His expenses 
were low. His wife was thrifty. He slept well, are well, 
and hadn't a care in the world. 

“When I get $20,000,” he said, “I will retire. Because 
$20,000 will give me « fhousand a year, which is all the 
money I want” 

Of course, by the time he got $20,000 his expenses had 
gone up. His income went even faster, and today he has 
$100,000. In fact, be has considerably more. 

one 
Now here is the tragic fact. The only thing that really 
counts in life is happiness—serenity, peace of mind. 

Measured by thig standard, the man is poorer today 
than when he had $25 # week. 

He spends « great deal of ume worrying for fear he 
will lose his $100,000. 

He spends ‘a great deal of time worrying for fear he 
will make a wrong deci 

If he buys something, he is afraid it will go down. 

If he sella something, he is sick because it keeps on 
fing uP 


His $100,000, which ought to be © grest source of 
security and happiness, actually makes him miserable, 

What does that man need from us? 

A living trust? 

An insurance trust? 

A custodian account? 

He doesn’t know. We don’t know. We can’t prescribe 
for him until we sit down with him and make « careful, 
confidential — and incidentally free—antlysis of the 
whole situation. 

One thing we know he needs . That is a 
book we have published. It is called “4 Service of Estate 
Analysis.” 

We invite every man in New York whose money causes 
him worry to write for this free book. It will come with- 
out obligation, and will be followed by only so muck 
service as you may request, 

onve 
We see all kinds of New Yorkers in this big bank of ours. 
And honestly, we can't understand why many New 
Yorkers who have some money are letting it be a worry 
instead of @ servant, and © source of security and 
content, 


The Equitable Trust Company 


OF NEW YORK 


Head Office: 11 BROAD STREET 


A morzer of The Seaboard National Bomb amd The Equitable Trust Company of New York 
Grantor New York Offices 113 ROADWAY - 42 WORTH ST. - MADION AVE AT seTu ST. 4: WERT Seu OT 
MADUON AVE AT 5TH ST. MADISON AVE AT TWIN SE.» $00 RAST S4rTls ST. . po: BAST FORDUAM ROAD 

LONMON FARIS MEKICO CITY 


Total resources more than $800,000,000 


err ret ee 


Conversational copy and the use of a personal incident 

add readability to the attention-getting quality contributed 

by the headline of this excellent trust advertisement of a 
New York trust company. 
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The future prospects of 
the corporation and a sum- 
mary conclude the booklet. 

The booklet is attrac- 
tively printed in black on 
white paper, with marginal 
rules and decorations in 


red. 


“SALES-MINDED”’ 
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THE chairmen of the vari- 
ous committees of the 
Financial Advertisers Asso- 
ciation have been announced 
by A. E. Bryson, president 
of the association, as fol- 
lows: 

Membership—F. R. Ker- 


TREASURERS 


_ lo snitiles 
REGIONAL BANKING 


Cor PORATIONS with a 


national selling organisation are rapidly revising their 
banking habits. As business breaks down into natural 
marketing divisions, sales-minded treasurers are quick 
to look for outstanding banks in each area to add to the 
efficient performance of each divisional machine. 


Regional banking is a natural complement to regional 
selling. Because of its intimate contact with the commerce 
and industry of its territory, a regional bank is in a posi- 
tion to give valued assistance to any corporation doing 


business within that territory. 


A majority of the hundred largest national corporations 
doing business in the Buffalo area have already enrolled 
the Marine to further their local interests. 


MARINE TRUST 


COMPANY OF BUFFALO 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER 628.000.000 
RESOURCES OVER 6250,00¢,000 


THE INFLUENTIAL BANK OF THIS GREAT REGION 


A sound argument for regional banking is de- 
veloped effectively in this commercial adver- 
tisement, which is distinguished by unusually 
well chosen typography, layout and copy. The 
advertisement is one of a series being run once 
a month in Time, size two-thirds of a page. 


—.. 


man, Bank of Italy, San 
Francisco; general research 
-~-Charles H. McMahon, 
First National Bank, De 
troit; convention—H. A, 
Lyon, Bankers Trust Com 
pany, New York; finance— 
Guy W. Cooke, First Na- 
tional Bank, Chicago: trust 
development —H. F. Pel 
ham, Citizens © Southern 
National Bank, Atlanta; 
publicity—E. T. Cunning: 
ham, Halsey, Stuart & Co, 
Chicago; bulletin advisory— 
J. Mills Easton, the North 
ern Trust Company, Chi 
cago; nominating—Fred M. 
Staker, Commerce Trust 
Company, Kansas City; ex 
tension—I. I. Sperling, the 
Cleveland Trust Company, 
Cleveland; investment re: 
search—Joseph J. Levin, A. 
G. Becker & Co., Chicago: 
liaison—Fred W. Ellsworth, 
Hibernia Bank & Trust Co. 
New Orleans; exhibit and 
exposition—Jacob Kushner, 
United States Trust Com: 
pany, Paterson, N. J.; 1931 
convention city—C. Delano 
Ames, Maryland Trust 
Company, Baltimore: busi 
ness development —E. V 
Newton, Cleveland Trust 
Company, Cleveland; and 
local group development— 
Chester Price, Chicago 
Trust Company, Chicago. 


THROUGH its public rela 
tions committee the South 
Dakota Bankers Association 
has offered to its member: 


a series of ten advertise 
ments designed to give the 
public a better conception 
of the reason for banks and 
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to familiarize it with their 
functions and purposes. The 
advertisements, all of which 
are illustrated, are distrib- 
uted to the banks in the 
fom of newspaper mats 
and come in two sizes. A 
small charge is made for the 
series. 

The advertisements were 
designed in answer to many 
requests for an educational 
series, according to the as- 
sociation committee, and it 
was planned to have the 
advertisements used in con- 
cert by all the banks for a 
period of ten consecutive 
weeks, beginning the second 
week in January. 

The first advertisement in 
the series discusses “What 
is money?” and_ others 
carry on the educational 
idea, the second with “If 
there were no money”; the 
third with “The bank puts 


money to work,” etc. 


THE new Year Book of the 
Financial Advertisers Asso- 
ciation, containing a full 
report of the 1929 conven- 
tion of the association, has 
just been issued. It includes 
a variety of timely and in- 
teresting comments on ad- 
vertising and associated 
activities, including the 
latest developments in ad- 
vertising media, such as 
radio and talking motion 
pictures. The book is, in 
reality. a report of the con- 
vention, with the various 
convention addresses re- 
printe’. It also contains the 
constitution and by-laws of 
the association and a list of 


Physical Merger 
Completed 


Seattle’s three leading banks are now physically 
merged. The First National Bank of Seattle 
has moved across the street to its new quarters. 
The Dexter Horton National Bank, First 
National Bank of Seattle and the Seattle 
National Bank are now under one roof. 
Departments are arranged as shown below. 


'\ TOMORROW 
4 / | IN NEWLY ARRANGED QUARTERS | 
| a 


Finst Seartce Dexter HORTON 
Securities COMPANY 


IN THE COLUMBIA STREET ROOM IN THE CHERRY STREET ROOM 
(Formerty Seatde Nawoeal Bank Room) (Pormerty Hortoe N. 


Bask Room) 


Bonde —Secunties ond c rumen Deparment of 
Taresment Service Preble Relacsens 
and 


Dementic Bachange 


Doster 
Securities Co. 
Formga Exchange 
lerentmens Service 
Letvers of Cradie 


First Seattle Dexter Horton 
National v ‘Bank Group 


W. H. PARSONS, Charman Beard of Directors M.A ARNOLD, President J. W. SPANGLER, Chairmen Executive Commitior 
JD. HOGE, ViceChairmas Beard of Directors J. A SWALWELL, Exnative VieeChairman Beard of Director 
Gy aed Undivided Profits ™ 

Thirteen and a Half Million Dollars Over One Hundred Fifteen Million Dollars 


Affiliated: FURST SEATTLE DEXTER HORTON SECURITIES COMPANY. Offices én all Bawks of the Group 
LARGEST FINANCIAL INSTITUTION IN THE PACIFIC NORTHWEST 
-_-___eerereee 


The use of a floor plan showing the arrangement 
of departments under the new regime is an un- 
usual and most effective feature of this merger 
advertisement of the First Seattle Dexter Horton 
National Bank Group, as well as being of service 
to customers of the three former institutions, who 
otherwise might be at a loss as to where they 
should go to transact their banking business. 


members, by states and A NEw booklet on the sub- 
The new edition in- ject of life insurance trusts 
an index to the _ has been prepared and pub- 
volumes 1923-28 inclusive, lished by the Fidelity Union 
and a separate index to this 
year’s volume. N. J. The company has 





Trust Company of Newark, 
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7 eo pee or eee life insurance were i serv 
“Tp ice which the bank itself | 
wo and a half hours to had for sale. 
. ~— The booklet is entitled | 


do two days work. 
......Can you do it ?” 


A, nine-thirty one mo 


ing on your help. I returned 
from a business trip to learn 


there. Appraisal to be made . 





day matters. 


American Trust Company hurried in and seated him- 
self at the desk of an executive. 


“I need some quick action,” said he, “and I'm count- 


of my father's estate are selling the old homestead 
in a nearby town at one o'clock today. I do not 
want to buy it, but it is to my interest to make sure 
that it brings its full value. I want to attend that sale 
with enough money to protect the price of that 
property. I'll have to borrow. Can you lend me the 
money on my Nashville property ... and do it in 
time for me to get there? That gives you two and a 
half hours to do two days work. Can you do it?” 


Nine-thirty. The sale at one. An hour required to get 
abstract checked . . . mortgage executed. 


The client left, however, in time to reach his desti- 
nation at one o'clock, and in his pocket was a cashier's 
check for the amount he needed. Unusual service? 
Not in this institution. Our more than thirty-thousand 
customers know what we mean when we say “An 
unusual banking service.” When the time comes for 
yeu to make an extraordinary request, you will be 
glad that your banking relationship is with an insti- 
tution where unusual requests are regarded as every- 


rning a client of the 


to Nashville last night 
that the administrators 


. . tithe examined .. . . 
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The service rendered by a 


Tennessee bank is the sub- 


ject of this commercial advertisement, in which an 
incident which really took place in the bank is used to 
illustrate the point brought out in the copy. The con- 
versational headline and the layout of the advertise- 


ment serve to focus the atte 


one of the oldest trust 
organizations in the East 
and was one of the first 


companies to enter actively 
into the life insurance trust 
movement. The co-operative 
movement has been espe- 
cially successful in Newark, 
so that the booklet built on 
this bank’s wide experience 
is unusually interesting. 
The early books on the 


subject of life insurance 


ntion of the reader upon it. 


trusts attempted to gain the 
life underwriters’ good-will 
by an indorsement of life 
insurance, in general terms. 
The new booklet goes a step 
further. The indorsement 
of life insurance is limited 
to a few brief sentences, 
after which the main part 
of the book is given over 
to an effort to sell life in- 
surance by the estate 
analysis method, just as if 











“Building Your Estate to 
ward One Financial Goal.” 
It is divided into three 
parts. The first, “When 
You Are Withdrawn from 
the Picture,” discusses the 
need for properly apprais- 
ing the amount of income 
which will be available to 
the reader’s family in the 
event of death, and asks 
the question whether the 
reader’s family will face a 
deficit or financial inde: 
pendence. The second part, 
“Producing Capital Dol 
lars,” takes up the two 
methods of creating an 
estate: the savings and in 
vestment, and the life in 
surance methods. In the 
third section of the book, 
“Making Capital Dollars 
Produce Income,” the life 
insurance trust is considered 
as a means of assuring the 
fulfilment of the reader’ 
plans for his family. 

The typography and art 
work of the booklet are ex 
cellent, and a means for 
tabulating direct returns 
from it is provided in a 
small return post card at 
tached to the inside front 
cover by a seal. 


“LOOKING into 1930” is the 
title of an attractive four 
page folder published by the 
First National Bank 0 
Chattanooga, Tenn. The 
first page contains only the 
title and a small illustration 
of a man gazing into 4 
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crystal ball. The two inside 
pages contain a message 
signed by the president of 
the bank. It makes mention 
of the prosperity of that 
community in 1929 and 
shows how it can be equally 
prosperous in 1930. 

The folder‘is printed in 
black on rough white paper. 
Its layout and typography 
are especially effective. 


THe December number of 
Number Eight, monthly mag- 
azine of the staff of the Na- 
tional City Bank of New 
York and its affliated com- 
panies, has a_ particularly 
good looking cover of bright 
blue. The name of the mag- 
azine and issue are in ap- 
propriate Old English type, 


printed in white, in the 
lower right-hand corner, 
while in the upper left is a 


On the inside 
of the front cover the spirit 
of the Christmas season is 
carried out with a full-page 
reproduction in red and 
black of an old-time English 
holiday scerie. 

The magazine contains 
news of the various offices of 
the bank, the December one 
containing particularly ac- 
counts of the opening of 
new foreign branches, with 
illustrations of the buildings. 
The publication is profusely 
illustrated throughout. 


white star. 


THI achovia, publication 
of the \Vachovia Bank and 
Trus mpany, North Car- 
olin ‘pears in holiday 
dres 


its January, 1930, 
ts cover is of mod- 


issu 


ernistic design, in green, 
black and white, and con- 
tains, in addition to the 
name of the magazine, a list 
of its contents. 

The January issue con- 
tains a personal message 
from Col. F. H. Fries, presi- 
dent of the bank; a news 
story about National Thrift 
Week and the way in which 
it will be carried out by the 
trust company; comment on 
current business conditions; 
and an_ interesting article 
telling of the historic site of 
the bank’s Raleigh office. 


The publication is well 
gotten up and printed. 


THE State-Planters Bank and 
Trust Company of Rich- 
mond, Va., has issued the 
first booklet which has been 
received by this department 
on the subject of life insur- 
ance for members of part- 
nerships or close corpora- 
tions with which the surviv- 
ing partners may purchase 
the interest of the deceased 
partner. This plan, whereby 
the business will remain in 
the hands of the partners of 
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yey. you thiok. Fidelity 


In Branch Banking, the Fidel 
ity Union has been one of the 

leaders in the State in establish 
ing » complete City-wide Sermice. 





need in politan service. 





No bunk in New Jersey has 
amenvon to develop. 
ing it trom department. This 
Company bas the largest trust 
Aad rw —she scqunnen of the North Ward Nasensi Bent 
end ihe Equasable Trasi Company, ammewnced December snierns, 
wei gre the Fadeary Umson rere more hanks ame a Newert 


PULA CHEERED, Cem 9 teow aan 


By illustration which consists 


GFinancial Strength 


The latest starement of the 


Fidelity Union Trust Company, 





of a group of its own previ- 

ous advertisements, and by copy which tells of its pro- 

gressive policies, this New Jersey trust company establishes 

its pre-eminence in its community in this exceptionally 
well designed prestige advertisement. 





DANIEL | 


VICE PRESIDE! 


IPSKY “Sj | 
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MANUFACTURERS TRUST COMPAN} Ih | 


NEW YORK 
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This trophy 


jess. Aaa 


was awarded to Daniel Lipsky, vice- 


president of the Manufacturers Trust Company of New 

York, by the Financial Advertisers Association for the 

best plan for increasing trust department business. Mr. 

Lipsky’s plan was used by his company in 1928 and 
1929 with great success. 


the deceased, while his heirs 
will receive cash for his 
share in the business, has 
been the subject of several 
newspaper advertisements 
also. 

As a new departure in 
trust advertising, the booklet 
deserves special considera- 
tion. 

The title of the booklet is 
“Partners in Business Ought 
to Prepare for This.” This 
title and the name of the 
bank are printed on the or- 
ange paper of the cover, the 
former in the orange with a 
black background of rectan? 
gular shape. 


The first page of the text, 
under the heading “Here Is 
the Gist of the Matter,” 
lists the four things which 
may happen when a partner 
in an unincorporated busi- 
ness or a stockholder in a 
close corporation dies. Either, 
it says, the business will be 
liquidated, the surviving 
partners will find themselves 
in business with the heirs of 
the deceased partner; the 
surviving partners will be in 
business with strangers who 
may have outbid them for 
the purchase of the deceased 
partner's interest; or the 
surviving partners will pur- 
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chase the interest of 
ceased partner. 

On the assumption that 
the last mentioned plan is 
the best, the text then goes 
on to explain how this may 
be carried out. Life insur. 
ance is taken out by each 
partner for the amount of 
his interest in the 
as determined by mutual 
agreement. The premiums 
are paid by the other part: 
ners, in proportion to their 
shares in the business. Then 
at the death of one partner, 
the others are provided with 
cash with which to purchase 
his interest from his heirs. 
The life insurance policies 
are made payable to a trust 
company as trustee to collec 
the insurance proceeds and 
apply them in a manner fair 


business 


both to the heirs and to the J 


surviving partners. 

A typical agreement be: 
tween the stockholders of a 
close corporation is presented 
in the booklet to give its 
readers a concrete example 
of what may be done by this 
means. 

The booklet then suggests 
the reader's own life insur 
ance agent and his own at 
torney with reference to the 
policies and the drawing up 
of such an agreement. 

As a pioneer in this type 
of trust advertising, the 
booklet is excellent and 
should provide suggestions 
for other institutions which 
wish to enter this new field. 


THE Cedar Rapids Saving: 
Bank and Trust Company, 
Cedar Rapids, Iowa, has 4 
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series of six folders which it 
uses particularly on new sav- 
ings accounts of small initial 
deposits; on re-issued savings 
accounts; closed savings ac- 
counts and inactive savings 
accounts. The folders are 
also employed in getting new 
trustee or “baby” accounts 
and in cultivating the ac- 
counts after they are opened. 

The six folders are of the 
same type and size. Each 
bears on its cover an attrac- 
tive human-interest photo- 
graph with a brief title be- 
neath it. The two inside 
pages are usually informally 
written conversational copy, 
while on the last page, in each 
case, is a paragraph of copy 
which applies the specific in- 
stance cited inside to the 
case of the reader. 


Straus Brothers Investment 
Company announces the re- 
moval of its Chicago offices 
and reports “seventy years 
of progress in the investment 
field” in an excellently 
gotten up and _ attractive 
folder issued recently. It is 
large in size, measuring 8!4 
by 11 inches, and the cover, 
of rough, heavy, white paper, 
used double, carries only a 
small sketch of the days of 
1860 and the words, “seventy 
years.” 

“Since 1860,” says a brief 
introductory paragraph, “the 
original house of Straus 
Brothers, through years of 
fair dealing, has won and 
kept confidence of four 
ns of investors. 

J, progressive poli- 
enabled it to keep 


genera 


pace with the changing 
needs of the times and have 
equipped it to serve the di- 
versified requirements of 
every investor. In the 
following pages you will find 
an outline of its present 
scope and a brief record of 
its history.” 

A small announcement at- 
tached to the booklet tells 
of the change of the address 
and the booklet contains il- 
lustrations of the company’s 
new offices. 


hat shall 
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“An Outline of Trust Serv- 
is given by the Mer- 
chants National Bank of 
Boston in a_ twenty-four 
page booklet. It is well de- 
signed and is printed on 
white paper in black. The 
cover contains a simple bor- 
der, the title of the booklet, 
the bank’s seal and the name 
and address of the institu- 
tion. 


on 
ice 


After a foreword signed 
by the bank, a survey of the 


we doin the South 2° 





THE INEVITABLE SUGGESTION—"Take up the subject with The First National Bank of Atlanta.” 





MEETING of directors—a conference of ex- 

ecutives — consideration .of some important 
phase of policy or procedure in the South. 

Discussion—the urge to action—questioning— 
careful deliberation. . . . 

Then, from someone 
who through other 
has previously pasta y in 
the solution of a Southern 
problem — from a banking 
connection—from one source 
or another will come the in- 
evitable suggestion, “Take up 
the subject with The First 
National Bank of Atlanta.” 

A great Southern bank 
with a national point of view, 
intimately acquainted with 
every aspect of Southern eco- 
nomic life from 1865 until 1, $25, 


tions 
Banking 


‘The First National Bank 


Fourth National Beak 


The First National Bank 


The Southeast’s Largest 


Continental Trust Company 
Liberty Bank and Trust Company 


Aggregate Resources More Than 
150 Miltion Dollars 


Asoregste Mag Surplus and 
000,000 


now, The First National has long been known for 
its definite and willing policy of interested co- 
operation far beyond the accustomed range of 
ordinary banking service. 

“In many different matters 
vitally affecting our opera- 
tions, your suggestions have 
guided us to more effective, 
more profitable methods,” re- 
cently said che Southern head 
of a nation-wide organization 
“Ten years’ progress in four 
—that's what your institu- 
tion's counsel and co-opera- 
tion have meant to us. 

If you have a Southern 
problem, act on the inevi- 
table suggestion. Take up the 

now with The First 
National of Atlanta. 


Group 
Aclants 
Aco 

~ Athow 
Atlanta 
Auguns 
Columbus 
Macon 


Rome 
Sevannsh 


The First National Bank 


of 


Atlanta 


ESTABLISHED 1865 


A MERGER OF THE ATLANTA AND LOWRY NATIONAL BANK AND THE FOURTH NATIONAL BANK 


A commercial advertisement of the First National Bank of 
Atlanta and its affliated banks which brings out in an 
interesting and attention-getting fashion the prestige of 


that institution in the South. 


Copy, layout and heading 


are all excellent. 
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The Road Is CLEAR! 


More than 3,500,000 New Yorkers are today working 
their way toward a sure and permanent success. These 
men and women of courage and ambition have a clear 
picture of worth while methods. They are the savings 
bank depositors of Greater New York. 


5663 persons have opened new savings accounts with 
the Bowery Savings Bank since November Ist with 
total initial deposits of $5,565,187. 


These men and women are not asking impossible favors 
of fortune. They know by cold sober calculation that 
the opportunity to work and to save carries with it the 
promise of financial independence — 


Especially when their funds earn 414 % interest 
from day of deposit to day of withdrawal. 


BOWERY SAVINGS BANK 


110 East 42nd Street 


130 Bowery 


Layout and typography are outstanding features of this 
exceptionally well presented advertisement of a New York 
savings bank, which is indicative of the financial resiliency 
and economic prudence of the people at the present time. 


various forms of trust serv- 
ice rendered by the bank is 
presented in easily read and 
attractive form, and the lat- 
ter part of the booklet con- 
tains a questionnaire which, 
when filled out, will contain 
the data from which the 
reader's attorney may draw 
up his will. It suggests, of 
course, the Merchants Na- 
tional Bank of Boston as 


executor of the will and 
trustee of the estate:. 


THE October number of 
“with interest,” the always 
interesting publication of the 
Vermont-Peoples National 
Bank of Brattleboro. Vt., is 
explained in the editorial 
which occupies the first page 
and which is the only text 
appearing in the issue: 


“The editing of this little 
tabloid,” it says, “is becom- 
ing increasingly difficult, for 
the reason that more things 
are bidding for its attention 
than can be crowded be- 
tween its covers. If the se- 
lection of pictures 
times seems 
this may be 
that certain 
cided upon 


some: 
out of balance, 
due to the fact 
features are de 
before all the 
evidence is in, and at the 
last minute it appears that 
the accumulation of good 
things (old and new) is 
twice or thrice as large as 
the limits of the booklet. 
“In this number the bank 
has tried to feature another 
set of local improvements— 
the refurnished and redeco- 
rated Municipal Auditorium, 
a glimpse of which serves as 
cover; the addition of a new 


wing to Brattleboro Me 


morial Hospital, the new 
cement roads on Birge street 
and Western avenue, new 
stores on Main street, and 
the Brattleboro Outing 
Club’s development in Forest 
square—which six _ things 
probably lead in the sum 
mary of things of public 
note accomplished in Brattle’ 
boro in the last two months. 
But there are many other 
features which the reader f 
will surely regard with in 
terest—so ‘on with the 
show,’ with the compliments 
of your bank.” 











. Cj of the many surprising tm UNION TRUSTa 


vistas in the largest single CLEVELAND 
banking room in the world — Resources over $300,000,000 





Forecast of $137,924,000 Bank 
Building Program for 1930 


HAT banks in the United States 

will spend $137,924,000 for build- 

ings in 1930 is estimated in the 
annual building forecast compiled by 
the Architectural Forum. This is ap- 
proximately $8,000,000 less than was 
forecast for 1929, but is still $1,000,000 
more than the forecast for 1928. The 
distribution of the 1930 figures, by 
groups of states, is estimated as follows: 
Northeastern states, $3'7,806,100; North 
Atlantic states, $31,602,800; Southeast- 
ern states, $2,092,500: Southwestern 
hag samedi Middle states, $48,- 

51s Western states, $7,281,600. 

A a Boeke wa by groups, with the 
figures forecast for 1929, shows in- 
creases in the estimates for the North- 
eastern, Southeastern and Southwestern 
groups. The forecast for the North- 
eastern states is more than double that 
of 1929; that of the Southeastern is al- 
most double the estimate for 1929; and 
that of the Southwestern group is also 
approximately double last year’s esti- 


states, 
30 


BUILDING 
TYPES 


N. EASTERN 
STATES 


$23,361,800 
37,806,100 


N. ATLANTIC 
STATES 


$47,580,500 
31,602,800 


S$. EASTERN 
STATES 


$6,519,000 
2,029,500 


Automotive 
Banks 


mate. The North Atlantic group shows 
the largest decrease, one of approxi- 
mately $20,000,000 less than 1929's 
estimate. Estimate for the Middle states 
for 1930 is about $8,000,000 under that 
for 1929 and that of the Weste 
$5,000,000 under last year’s. 
Bank buildings will require 2.7 per 
cent. of the entire building budget of 
the United States during 1930, accord- 
ing to the Forum’s forecast, a decrease 
of .2 of 1 per cent. from 1929. The 
North Atlantic group’s quota for bank 
buildings is 1.9 per cent. of the entire 
amount to be spent for construction in 
that group as against 2.7 per cent. for 
last year. Bank building in the North- 
eastern states will claim 9.4 per cent. of 
the building allowance for 1930, as com- 
pared with 5.9 per cent. in 1929; in the 
Southeastern states it will claim only 
9 of 1 per cent., which is still an in- 
crease of of 1 per cent. over last 
year. In the Middle states 3 per cent. 
of the building quota will be used for 


rn states 


S. WESTERN 
STATES 


$18,978,900 
10,688,700 


MIDDLE 
STATES 


$56,575,900 
48,515,300 


WESTERN 
STATES 


$16,859,200 
7,281,600 


U. $..a. 
$169,875, 300 
137,924,000 





Apartments 27,765,200 325,954,100 9,114,300 


26,026,800 95,407,000 68,355,200 552,622,600 





Apartment Hotels 
Clubs, Fraternal, ete. 


2,980,700 
5,797,400 
6,437,000 
12,685,400 
24,751,700 


11,877,700 
Dwellings  sso‘s0: 


65,050,600 
44,653,100 
26,486,000 
44,665,400 
35,968,500 
44,362,000 


8,466,500 
2,242,700 
861,000 
30,262,100 
10,245,900 
8,269,700 


Community yeti 
Churches 


Dwellings ss8%es" 


{$20,000 to 
$60 000" 








Dwellings 


24,571,300 
17,978,500 
5,608,800 
34,784,400 
11,676,800 
9,983,500 


73,156,300 
75,891,000 
26,670,500 
70,876,700 
41,323,900 
45,628,900 


36,367,000 
15,243,800 
26,752,500 
23,993,200 
15,846,500 
15,571,800 


210,592,400 
161,806,500 

92,815,800 
217,267,200 
137,813,300 
135,693,600 





ager 13,300,400 
“Hotels ——S=«w:S 919,50 
Hospitals 33,488,800 
Industrial 14,558,200 
Office Buildings 56,662,000 
Public Buildings 14,296,700 
“Schools ——S—S=«S7«B8S5,200 
Stores 15,485,700 
Theatres 


11,808,000 
Welfare y.m.c.a. ete. 29,151,000 


39,524,000 
78,941,400 
161,523,600 
58,634,100 
250,788,800 1,107,000 
88,182,800 7,293,900 
188,395,000 30,053,000 
74,136,200 8,790,400 
21,250,300 10,036,800 
59.749, 300 5,817,900 


6,642,000 
31,910, 300 
11,500,500 
23,985,000 


‘All Types) 








Torat Vatus oF 
New Buicoinos 





New Construction Under Architect's Supervision...... 


$403,788,500 $1,685,448,500 $215,147,500 $483,947,600 


6,810,100 
76,711,000 
46,649,800 
21,381,500 
41,922,500 
18,876,400 
77,174,900 
10,282,800 
15,260,200 

8,581,300 


34,739,300 
87,649,800 
94,025,300 

141,060,500 
255,930,200 
146,062,500 
223,003,100 

43,726,500 

30,167,800 

34,517,900 


11,041,300 
104,468,000 
24,190,000 
29,725,000 


112,057,100 
393,600,000 
371,378,000 
289,144,300 
72,426,500 678,837,000 
44,062,700 318,775,000 
74,374,000 640,854,609 
14,509,900 166,931,500 
9,056,900 97,580,000 
5,510,400 


I 
143,327,800 


$1,624,928,400 $615,635,500 $5,028,896,000 


Buildings of All Types—Excluding Public Works and Usilities—Not Designed by Architects 


(Estimated from Averages of Previous Years) 


TOTAL ESTIMATED CONSTRUCTION FOR 1930 
(Exclusive of Public Works and Utilities) 


eo NATIONAL TRADE JOURNALS, INC , NEW YORK 


Detailed forecast of new building construction for 1930. 
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Building activity in the United States since 1917. The various index lines are 

designated on the chart, which is developed from reports of the United States 

Department of Commerce, the F. W. Dodge Corporation and the Engineering 
News-Record. 


bank building, a decrease of .2 of 1 per program of 1930,” says the survey, “we 


cent.; in the Western states, 1.2 per 
cent., a decrease of 1 per cent.; and in 
the Southwestern states 2.2, an increase 
of .6 of 1 per cent. 

The present forecast is based upon 
direct reports from thousands of in- 
dividuals and organizations who create 
and carry out the building projects of 
the United States. It includes con- 
fidential reports received from architects 
all over the country as well as allied in- 
dustries covered by the National Trade 
Journals, Inc., with which group the 
Architectural Forum is allied. 

According to the survey, the building 
industry, including its advance guard of 
architects, engineers and contractors, is 
looking forward to the year 1930 with 
optimism. During the latter part of 
1929 opinions as to what building ac- 
tivity might be expected in 1930 varied 
considerably and were so entangled in 
unusual economic developments that 
there —, to be no positive average 

The interest of President 
Ho over in stimulating construction ac- 
as a means toward economic 
stabilization, together with the promis- 
ing aspect of financing for building 
provects, has led to an unusually opti- 
Mts\:> aspect. 
‘a considering the possible building 


must emphasize again the immeasurable 
factor which has been introduced sud- 
denly into the picture. This is the 
great construction program fostered by 
the Government and supported in 
theory at least by states and munici- 
palities. President Hoover turned in 
a very natural manner to the construc- 
tion industry as a means of stabilizing 
the business welfare of the American 
public. There exists today a tremen- 
dous demand for public buildings, and 
civic improvements. There is great 
pressure being exerted for public utili- 
ties, for increased facilities and service. 
There is great need for better roads, 
bridges, transportation facilities and 
various other types of engineering 
projects which come within the scope 
and control of national, state and city 
officials. So definitely has this program 
been presented and so enthusiastically 
has it been supported that it cannot 
help but contribute a great volume of 
building activity to the totals of 1930. 

“Summing up the general situation, 
therefore, and considering the figures 
of the national building forecast as pre- 
sented herewith, we find the following 
significant facts arrayed for considera- 
tion: 

“1. The general demand for new 
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building construction is approximately 
the same as it was at the beginning of 
1929. 

“2. The trend toward a far greater 

supply of mortgage money is very 
definite. 
“3. The deliberate program of con- 
struction which is being started by the 
Government, by states and by munici- 
palities will evidently assume very large 
proportions. 

“This combination of factors would 
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seem to provide reasons for optimism 
regarding the building activities of 1930, 
It would seem that we can assume at 
least as much building construction dur- 
ing this new year as we had in 1929 
and probably more. In fact if mortgage 
money becomes really much easier and 
if the great schedules of public im- 
provements are carried out, it would 
seem to be quite within reason that 
1930 might exceed all building con- 
struction years.” 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, 
Cleveland, September 29-October 2. Ex- 
ecutive manager, Fred N. Shepherd, 110 East 
42nd street, New York City. 


AMERICAN BANKERS ASSOCIATION 
EXECUTIVE COUNCIL, Old Point Com- 
fort, Va., May 5-8. Headquarters, Chamber- 
lin-Vanderbilt Hotel. Executive manager, 
Fred N. Shepherd, 110 East 42nd street, 
New York City. 


AMERICAN INSTITUTE OF BANK- 
ING, Denver, June 16-20. Secretary, Rich- 
ard W. Hill, 110 East 42nd street, New 
York City. 

ASSOCIATION OF RESERVE CITY 
BANKERS, Memphis, Tenn., April 28-30, 
1930. 


CENTRAL STATES REGIONAL SAV- 
INGS CONFERENCE, Tulsa, Okla., March 
5-6. Headquarters, Mayo Hotel. 


DISTRICT OF COLUMBIA BANKERS 
ASSOCIATION, June. Secretary, W. J. 
Waller, vice-president Federal-American Na- 
tional Bank, Washington. 


EASTERN REGIONAL SAVINGS CON- 
FERENCE, New York City, March 20-21. 


FINANCIAL ADVERTISERS ASSOCI- 
ATION, Louisville, Ky., September 17-20. 
Headquarters, Brown Hotel. Secretary, Pres- 
ton Reed, 231 South LaSalle street, Chicago. 


GEORGIA BANKERS ASSOCIATION, 
cruise from Savannah to New York leaving 
Savannah June 7. Secretary, Haynes Mc- 
Fadden, 909 Walton Building, Atlanta. 


ILLINOIS BANKERS ASSOCIATION, 
Peoria, June 23-25. Secretary, M. A. Graet- 
tinger, 208 South LaSalle street, Chicago. 


IOWA BANKERS ASSOCIATION, June 
16-18. Secretary, Frank Warner, 430 Lib- 
erty Building, Des Moines. 


MID-WEST REGIONAL SAVINGS 
CONFERENCE, Detroit, March 27-28. 
Headquarters, Statler Hotel. 


MID-WINTER TRUST CONFERENCE, 
New York City, February 18-20. Head- 


quarters, Hotel Commodore. 


MISSOURI BANKERS ASSOCIATION, 
May 27-28. W. F. Keyser, Sedalia. 


NATIONAL ASSOCIATION OF MU- 
TUAL SAVINGS BANKS, Atlantic City, 
May 14-16. Headquarters, Hotel Traymore. 
Executive secretary, John W. Sandstedt, 347 
Madison avenue, New York City. 


NORTH CAROLINA BANKERS AS- 
SOCIATION, Pinehurst, May 8-10. Secre- 
tary, Paul P. Brown, Raleigh. 


OKLAHOMA BANKERS’ ASSOCIA’ 
TION, May 20-21. Secretary, Eugene P. 
— 907-8 Colcord Building, Oklahoma 
ity. 


PORTLAND BANK MANAGEMENT 
CONFERENCE, Portland, Ore., March 4-6. 
General chairman, John N. Edlefsen, vice- 
president West Coast National Bank of Port- 
land. 


SOUTH DAKOTA BANKERS ASSO- 
CIATION, Aberdeen, June 11-13. Secre- 
tary, George A. Starring, City Hall Build- 
ing, Huron. 


TENNESSEE BANKERS _ ASSOCIA: 
TION, Knoxville. Secretary, H. Grady 
Huddleston, 1015 Independent Life Building, 
Nashville. 

WISCONSIN BANKERS ASSOCIA: 
TION, Milwaukee, June 5-7. Secretary, 
Wall G. Coapman, 717 Caswell Block, Mil- 


waukee. 





New York celebrating the opening of the Erie Canal, as shown in 
“Manna-hatin,” the Story of New York. 


Manhattan Company Publishes 
Story of New York 


of Manhattan by the Indians to 
the West India Company for 
twenty-four dollars’ worth of trinkets is 
one of the best known and most often 
told tales of all the interesting history 
of New York. Less well known, how- 
ever, is the sequel to it, as told in 
“Manna-hatin,’ the Story of New 
York, recently published by the Man- 
hattan Company of New York. The 
Indians who sold the tisland for this 
small amount were shrewder than they 
seemed, for they were not, it developed, 
the owners of it at all, and a part of it 
had later to be purchased from another 
tribe and paid for a second time, while 
Staten Island was bought and paid for 
by the whites no less than six times. 
Thus, doubtless, began the pleasant cus- 
tom adopted by later generations of 
natives of selling Brooklyn Bridge to 
innocent visitors. 
“Manna-hatin,” according to this in- 
tering volume, was the name given 


Ts story of the sale of the Island 


by the Indians to the rocky and 
wooded island which has since become 
the commercial center of the world. 
Authorities disagree as to the meaning 
of the word, some favoring “place of 
the whirlpool” and others defending 
“island of mountains” for the transla- 
tion. Whatever the derivation, the 
name has remained practically un- 
changed from the time Hendrik Hud- 
son sighted it on his famous trip in the 
“Half Moon,” through English and 
Dutch ownership, up to the present. 

The thread of the story of how New 
York came to be can be traced back not 
only for three hundred years, but to 
1453, when the City of Constantinople 
fell before the Turks and trade routes 
between “The Indies” and Western 
Europe were barred to commerce. There 
followed then the search for a western 
route to India and the subsequent dis- 
covery and settling of the Eastern coast 
of North America. 

The tale told in “Manna-hatin,” the 
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Trust, Commercial, Investment 


“| HE Plaza Trust Company offers every facility for 
the conduct of all phases of the trust business 


and commercial banking. 


Expert investment advice 


will be available to the bank’s clients through the 
Plaza Investing Corporation, an affiliated company. 


CAPITAL $2,000,000 


SURPLUS $1,000,000 


Plaza Srust Company 


q 


a 


Fifth Avenue at Sifty Second Street 


New York 


Michael H. Cahill, President 


Story of New York, begins at the latter 
point, with the journey of Hendrik 
Hudson and the consequent establish- 
ment of a trading post on the lower 
end of Manhattan Island. It tells of 
the subsequent years of adventure, 
hardship, enterprise and courage which 
have wrought the achievement of the 
present New York. 

Written in an informal and pleasing 
style, the book contains a complete his- 
tory of the city and its part in the de- 
velopment of the United States, while 
the addition of many less important but 
equally interesting incidents give the 
reader a colorful picture of the life of 
the city during its various stages of 
growth. Some of the city’s unusual 
customs, for instance, have been traced 
to their origin in the life of the early 
Dutch settlers. 

That New York has always been pri- 
marily a commercial city is emphasized 
throughout the book and for that rea- 
son the beginnings and the growth of 
its commerce are the subject of many 
interesting chapters. The first stock 
exchange; Black Friday—of which the 
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“inside story” is told—; the city’s re 
fusal to give up its port taxes to the 
support of a resident Federal Govern- 
ment, which thus removed to Phila- 
delphia; the first trip of the “Clermont” 
from New York to Albany—all played 
an important part in the building up 
of the city’s commerce. Even the land- 
ing of the Pilgrims on the coast of 
Massachusetts instead of New. York, 
for which they had set out (it is said 
that Captain Jones had been bribed), 
doubtless affected the business life of 
New York. 

“To make a prediction for a Dutch 
fur-trading post that changed in less 
than three hundred years into a me 
tropolis of over six million people, who 
use more electricity than all of their 
Dutch relatives in the Netherlands 
combined use in one day, who spend 
over two million dollars a day on new 
buildings, and whose incomes pay one’ 
fourth of the tax collected from the 
whole United States,” says the last 
chapter, entitled “New York and To- 
morrow,”—-“to predict the future of 
such a city is no easy task. 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


New York serves the nation as com- 
merce serves production and consump- 
tion,—not of goods only, but of ideas 
and ideals. To give this service, it 
continues to change and improve. The 
New York that the typical New Yorker 
visions, will never be, for each present 
day is but a preparation for the mor- 
row.” 

The book was appropriately pub- 
lished by the Manhattan Company, 
which was established in 1799 as the 
first public utility of New York, a 


water company with a clause written 
into its charter by Aaron Burr that 
permitted it to open a bank. This 
bank, now known as the Bank of Man- 
hattan Trust Company, and the other 
members of the Manhattan Company 
group—the International Acceptance 
Bank, Inc., and the International Man- 
hattan Company—are distributing the 
volume, which was planned, designed 
and prepared under the direction of 
the Brearley Service Organization of 


New York. 


“Under a buttonwood tree on Wall Street New York merchants 
gathered each day and established the first Stock Exchange,” says 
this interesting book. 











A Banker 


Turns Philosopher — 


— 30— 
Delightful Essays 


on 


Banking and 
Kindred Subjects 


e 


The First Thousand Dollars 
The Banker in Literature 
On Becoming a Surety 
Saving and Keeping 
“Value Received” 
Debt—and its Punishment 
Borrowing 

The Banker—and Romance 
Money—and Wasted Lives 
The Banker and Morals 
Business and Friendship 
The Battle of Business 
“Bubbles”—Past and Pres- 


ent 
The Power of Small Things 
Playing the Game 
Bread and Butter 
Knowledge and Banking 
Wealth or Income? 
The Evils of Prosperity 
Swimming with the Tide 
Standing the Test 
Where Charity Begins 
To Dare or not to Dare 


The Point of Least Resist- 
ance 


Overdoing it 

Doubting Thomas 

Paying the Piper 

Bringing Things to an Issue 

The Elimination of Non-Es- 
sentials 


The Value of a Promise 





Bankers are not, according to popular 
conception, philosophers. Yet even bank- 
ers, rigidly to the rule as they may cling 
in regard to payments of notes or over- 
drafts, may sometimes break away from 
the popular conception to indulge in a 
little philosophizing. 


For the last six years Richard W. Saun- 
ders has been stepping out of his role as 
a banker to write short philosophic essays 
on financial subjects for THE BANKERS 
MAGAZINE. The popularity of these 
essays has been the inspiration for their 
publication in book form. 


| The 
First Thousand 
Dollars 


And Other Essays 
By 
RICHARD W. SAUNDERS 


Comptroller Paramount Famous Lasky Corpo- 
ration; Formerly Cashier National Bank 
of Commerce of New York 


A dollar bill attached to the coupon be- 
low brings this book to your desk and 
assures you and your banker friends a 
delightful evening’s entertainment. 


USE COUPON BELOW 


BANKERS PUBLISHING COMPANY, 
71 Murray Street, New York, N. Y. 


Enclosed is $1 for which please send me a 
copy of THE FIRST THOUSAND DOLLARS 
by Richard W. Saunders. 


Address 








What Banks and Bankers 
Are Doing 


ernor of New York State, and 
now chairman of the board of 
County Trust Company, New York 


omomg E. SMITH, former Gov- 


ALFRED E. SMITH 


Former Governor of New York State, 

and chairman County Trust Company 

of New York, who will speak at the 
Mid-Winter Trust Conference. 


City, will be one of the speakers be- 
fore the Eleventh Mid-winter Trust 
Conference, to be held at the Com- 
modore Hotel in New York City Feb- 
ruary 18-20. 


FRANK C. TruBEE, Jr. has been 
elected a vice-president of the Manu- 
facturers & Traders-Peoples Trust Com- 
pany, Buffalo, N. Y. 


JaMes R. LEAVELL, executive vice- 
president of the Continental Illinois 
Company, Chicago, has been elected as- 
sistant to the chairman of the board of 


the Continental Illinois Bank and Trust 
Company and assistant to the chairman 
of the Continental Illinois Company, 
both newly created offices. He will re- 
main as vice-president of the Contin- 
ental Chicago Corporation. 

Mr. Leavell went to Chicago in 1920 
as a vice-president of the Continental 
and Commercial National Bank. When 
that institution was merged with its 
affliated state bank into the Continental 
National Bank and Trust Company of 
Chicago, he was elected executive vice- 
president of the Continental National 
Company, its affiliated investment or- 
ganization. He retained that title when 


James R. LEAVELL 


Assistant to the chairman of the Con- 

tinental Illinois Bank and Trust Com- 

pany and the Continental Illinois 
Company, Chicago. 


in March, 1929, the company was 
united with the bond department of the 
Illinois Merchants Trust Company as 
the Continental Illinois Company. 
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J. R. CorasisH and E. B. Merrill, 
formerly assistant vice-presidents of the 
Cleveland Trust Company, have been 
appointed vice-presidents of the com- 
pany; George C. Beck, assistant treas» 
urer, has been promoted to assistant 
vice-president. 


© atanx-stoiver 
CuHarLes H. SaBIN 


Chairman of the board of the Guar- 
anty Trust Company of New York. 


CHARLES H. Sasin has been elected 
chairman of the board of the Guaranty 
Trust Company of New York, to suc- 
ceed James S. Alexander, retired. 


J. Lowry Date, formerly assistant vice- 
president, has been appointed vice- 
president of the Chemical Bank @ 
Trust Company of New York; Gilbert 
Yates, formerly assistant secretary, and 
Walter M. Messenger, Harold S. Gib- 
bons and William French, formerly as- 
sistant treasurers, have been made as- 
sistant vice-presidents. 


A. W. Lewis, formerly auditor, and 
J. C. Anderson and Charles Piwonka, 
formerly assistant vice-presidents, have 
been made vice-presidents of the Union 


Trust Company of Cleveland. E. N. 
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Wagley, W. A. Pfeiffer, G. M. Ko 
vachy and C. J. Jindra, formerly as- 
sistant treasurers, have been made as- 
sistant vice-presidents. 


Stuart H. Otis, formerly assistant 
vice-president, has been promoted to 
vice-president of the Central Trust 
Company of Illinois, Chicago. Other 
promotions include Walter R. Werner, 
assistant cashier, to assistant  vice- 
president; Hiland B. Noyes, auditor, to 
comptroller; W. L. Burgess, assistant 
trust officer, and W. K. Otis, trust 
officer, to assistant vice-presidents. W. 
A. Sills has been appointed assistant 
vice-president. 


© @LANK-STOLLER 
WintHrRop W. ALDRICH 
Newly elected president of the 
Equitable Trust Company of New 
York. Mr. Aldrich succeeds Chellis 
Austin, who died recently. 


WALKER MAacMILLAN, of the soil 
products department of the First Na- 
tional Bank in St. Louis, has been made 
an assistant vice-president of that in- 
stitution. 


A. M. Cuarrey, formerly president of 
the California Bank, Los Angeles, has 
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been elected chairman of the board of 
that institution. James R. Page, for- 
merly executive vice-president, has been 
made president and W. H. Thomson, 
executive vice-president. J. A. Shine, 
formerly assistant cashier, has been pro- 
moted to junior vice-president. 


Epwin S. Conro, treasurer of the 
Franklin Trust Company of Philadel- 
phia, has been elected vice-president in 
addition to his previous office. 


GrorGE A. WEBSTER 
Vice-president of the Bank of Italy, 
San Francisco, who directed the cam- 
paign that made that institution the 


first billion-dollar bank in western 
United States. The bank’s December 
31, 1929, statement showed the gain, 
reporting resources of $1,055,113,373. 


NeLson F, GriFFIN, formerly manager 
Seventy-second Street branch of the 
Chase National Bank of New York; 
Frank W. Frazee, formerly manager 
M tropolitan branch; Frank C. Meyer, 
formerly manager Prince Street branch; 
and Carl P. Biggerman, Herman Knoke, 
Alverton Aseltine, David Mackenzie 
\. Robert L. Jones, formerly assistant 
iers, have been elected second vice- 
idents of the Chase. 


WILLIAM K. Harrison, formerly as- 
sistant vice-president of the First Union 
Trust and Savings Bank, Chicago, has 
been elected assistant vice-president of 
the First National Bank of Chicago. 


J. C. THomson 
Vice-president and executive manager 
of the Northwest Bancorporation, of 
Minneapolis, at the age of 39. Formed 
in January, 1929, the company now 
combines eighty-seven banks and trust 
companies with combined resources of 

$475,000,000. 


GeorGE T. CAMPBELL and John R. 
Stewart, formerly assistant vice-presi- 
dents, have been elected vice-presidents 
of the First Wisconsin National Bank, 
Milwaukee, Wis.; Milton O. Kaiser, 
formerly assistant vice-president and 
secretary, and G. Harold Pfau and S. 
E. Johanigman, formerly assistant vice- 
presidents, of the First Wisconsin Com- 
pany, have been elected vice-presidents 
of the company. Mr. Kaiser remains 
as secretary, also. 


J. N. McLucas, formerly assistant 
cashier, and Fred M. Staker, director of 
publicity, have been made assistant vice- 
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G M A C obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by thousands of banks, institu- 
tions and individuals the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL Motors 
ACCEPTANCE CORPORATION 


OFFICES IN 
Executive Office 


PRINCIPAL 
-- BROADWAY at 57TH STREET 


CITIES 
~ New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS . 


presidents of the Commerce Trust Com- 
pany of Kansas City. 


BriAN P. Lees and Oliver McComas 
have been elected vice-presidents, and 
Archer W. Bachman, an assistant vice- 
president, of the Bankers Company of 
New York. 


Kart A. PANTHEN has been promoted 
from assistant vice-president to vice- 
president of Chase Securities Cozpora- 
tion, New York. Chandler P. Ander- 
son, Russell K. Sadler and George L. 
Humphreys have been appointed as- 
sistant vice-presidents. 


Avex H. Arprey, who has been a vice- 
president of the Security First Na- 
tional Bank of Los Angeles, Calif., has 
been elected a vice-president of the 
Bankers Trust Company of New York. 


Epwarp J. SIELER, JRr., has been elected 
assistant vice-president and cashier of 
the Lefcourt National Bank and Trust 
Company of New York, to succeed 
Frank E. S. Bower. 
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OVER $66,000,000 


E. V. NELSON has been elected a vice- 
president and M. E. Conrad, F. S. 
Child, A. J. Egger, C. C. Fisher, C. C. 
Fagg, Seymour Monroe, G. K. Rose, Jr.; 
A. A. McKenna, A. D. Snyder and 
F. C. Witte, assistant vice-presidents, of 
the Equitable Trust Company of New 
York. 


Ouiver A. BesTEL has been promoted 
from assistant vice-president to vice- 
president of the First Union Trust and 
Savings Bank, Chicago. 


AUTOMATIC QUOTATION 
BOARD SERVICE FOR 
CHICAGO 


THE Teleregister Corporation, affiia- 
tion of the Western Union Telegraph 
Company, is planning to extend to Chi- 
cago its centrally operated automatic 
quotation board service, which has been 
in operation in New York for almost 
a year. Service to stockbrokers in Chi- 
cago will begin May 1. 

Wires will be leased from New York 
to Chicago and the best available trans 





The Seward National Bank 
and ‘Trust Company 


OF NEW YORK 


An independent Bank offering a 


complete 


banking service under 


the direct supervision of its officers. 


Letters of Credit 
Travelers Checks 


Exchange 


Safe Deposit 
Vaults 


2 PARK AVENUE 


Branch at 93rd Street and Amsterdam Avenue 


mission systems and methods will be 
used so that the Chicago boards can be 
operated direct from New York City. 
This will make it possible to post Chi- 
cago boards so promptly that the serv- 
ice will in all respects be as rapid as 
that given brokers’ offices in New 
York City. 


FOREMAN-STATE CORPORA- 
TION OPENS NEW YORK 
OFFICE 


THE Foreman-State Corporation, in- 
vestment affiliate of Foreman-State Na- 
tional Bank of Chicago, has opened a 
New York office at 52 Wall street. 
Boudinot Atterbury, resident  vice- 
president, is in charge. 


NATIONAL CITY OPENS 
NEW BRANCH 


Hr National City Bank of New York 
as opened a City Bank Farmers branch 
1 the first floor of the City Bank 
rmers Trust Company building at 43 
xo] place. The branch will 
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specialize in individual accounts and 
will include all banking facilities. 


IRVING TRUST LAYS CORNER 
STONE 


THE corner stone of the new building 
being erected by the Irving Trust Com- 
pany at 1 Wall street, New York, was 
laid January 14 with a brief ceremony 
attended by officers and directors of 
the bank and a few guests. The build- 
ing will be fifty stories high and will 
occupy the block from Broadway to 
New street on Wall street. 


EQUITABLE CORPORATION 
ORGANIZED 


THE Equitable Trust Company of New 
York has announced the formation of 
the Equitable Corporation of New 
York, a securities and investment or- 
ganization. ‘The corporation will con- 
duct a general investment banking busi- 
ness and the securities business here- 
tofore carried on by the bond depart- 
ment of the trust company. 
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PACIFIC TRUST COMPANY 


51 BROADWAY, NEW YORK CITY 


HERMAN J. COOK, President 


Capital $8,000,000 


Surplus $7,100,000 


GENERAL BANKING, TRUST AND 
FOREIGN BUSINESS 


T. R. PRESTON TO HEAD 
BANK CHAIN 


THomas R. Preston, president of the 
Hamilton National Bank of Chatta- 
nooga, Tenn., will head a banking chain 


Tuomas R. PRESTON 


President of the Hamilton National 

Bank of Chattanooga, Tenn., who will 

head the Hamilton National Asso- 
ciates, Inc. 


to be known as the Hamilton National 
Associates, Inc., which will include 
about fourteen banks in small towns in 
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Tennessee, Alabama and Georgia. The 
Hamilton National Associates will have 
a capital stock of $20,000,000 and a 
surplus of $4,000,000 and its banks, 
according to Mr. Preston, will have 
total resources, including the trust 
funds, of between $50,000,000 and 
$60,000,000. 


FIRST BANK STOCK CORPORA: 
TION FORMS SUBSIDIARY 


THE First Bank Stock Corporation of 
Minneapolis and St. Paul has announced 
the formation of an investment sub- 
sidiary to be known as the First Se- 
curities Corporation. It will have cap- 
ital of $6,000,000 and surplus of $1,- 
500,000 and will take over the securi- 
ties and investment businesses of the 
First St. Paul Company and the First 
Minneapolis Company, allied invest: 
ment houses of the First National 
Banks of Minneapolis and St. Paul. 
Branch offices will be opened in the 
larger cities in the Northwest in which 
affliated banks of the corporation are 
situated and a general investment serv 
ice will be developed in the smaller 
cities and towns through the member 
banks. 

The personnel is a consolidation of 
the executive staffs of the First Minne- 
apolis Company and the First St. Paul 
Company, with Robert W. Webb. 
president of the First Minneapolis 
Trust Company and the First Minne- 
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Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $6,000,000 Undivided Profits $347,000 


WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


EEE 


apolis Company, as chairman of the 
board, and Julian B. Baird as president. 


NATIONAL BANK OF REPUBLIC 
FORMS NEW GROUP 


FIFTEEN banks and trust companies in 
Chicago and the surrounding territory, 
with the National Bank of the Republic 
as a nucleus and with resources of 
more than $250,000,000, will form a 
new corporation which will introduce 
group banking into Chicago. 

George Woodruff, chairman of the 
National Bank of the Republic, has an- 
nounced the organization of the Na- 
tional Republic Bancorporation with an 
authorized capital of $20,000,000 and 
a surplus of $10,000,000. It will have 
at least 51 per cent. interest in all the 
institutions which it will bring together, 
with the exception of the National 
Bank of the Republic, in which it will 
hold a substantial interest. 

Among the banks in the group will 
be: The National Bank of the Repub- 
lic, the National Republic Company, 
the Cosmopolitan State Bank and its 
afhliate, the Cosmopolitan Bond and 
Mortgage Company; the Peoples Na- 
tional Bank and Trust Company and 
its afhliate, the Peoples National Com- 
pany; the Western State Bank, the 
Austin State Bank, the Adams State 
Bank, the First Englewood State Bank, 
the Waukegan State Bank and the Chi- 
ago Trust Company. 

Mr. Woodruff will be chairman of 
the board of the National Republic 
Bancorporation; Gustave F. Fischer, 
president of the Cosmopolitan State 
Sank, will be president; Hartley C. 


JULIAN P. FAIRCHILD, President 


ALBERT E. ECKERSON Auditor 


INTEREST ALLOWED ON 


ALBERT I. TABOR, Secretary 
ALFRED W- ABRAMS, 4esistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


DEPOSITS 
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Laycock, president of the Peoples Na- 
tional Bank and Trust Company, will 
be vice-president; Ward C. Castle, ex- 


GEorRGE WOODRUFF 


Chairman of the board of the Na- 

tional Bank of the Republic, Chicago,’ 

who will be chairman of the National 
Republic Bancorporation. 


ecutive vice-president of the National 
Bank of the Republic, will be secretary, 
and John W. Jedlan, president of the 
Western State Bank, will be treasurer. 


WALKER HEADS TRANS- 
AMERICA CORPORATION 


CaRRYING out a policy of rotation of 
officers as is done in the Bank of Italy, 
San Francisco, A. P. Giannini has re- 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


tired from the chairmanship of the 
board of directors of the Transamerica 
Corporation and Elisha Walker has as- 
sumed the position, in addition to con- 
tinuing as chairman of the executive 
committee. Mr. Giannini has become 
chairman of the advisory committee. 
Mr. Walker will retire from the presi- 


A. P. GIANNINI 


Who has resigned from the chairman- 

ship of the board of the Transamerica 

Corporation to become chairman of 
the advisory committee. 


dency of the Bancamerica-Blair Cor- 
poration. 

Jean Monnet of Bancamerica-Blair 
Corporation has become vice-chairman 
of the board of Transamerica Corpora- 
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New York City 


tion and will assist in the management 
of the corporation. 


ELIsHA WALKER 


Newly elected chairman of the board 
of the Transamerica Corporation. 


On the advisory committee with Mr. 
Giannini will be P. C. Hale and James 
A. Bacigalupi. 


WORCESTER COUNTY NA- 
TIONAL MERGER PLAN 


THE Worcester County National Bank, 
of Worcester, Mass., which will be 
twenty-five years old this month, has 
carried out an unusual merger plan 
which has given it control of six banks 
throughout Worcester County and 
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which has given to the community an 
institution with capital, surplus and un- 
divided profits of $4,250,000. Since 
June, 1927, when the first bank was 
taken over, the Worcester County Na- 
tional Bank has taken over these six 
banks by means of an exchange of 
stock, but has left to each of them its 
own name and its officers, directors and 
employes. In this way customers of 
a merged institution found the same 
officers and clerks in the bank, and the 
only apparent change was that the 
smaller bank had greater resources and 
was able to give greater service. Spauld- 
ing Bartlett is president of the Wor- 
cester County National Bank. 


BALTIMORE TRUST FORMS 
SECURITIES COMPANY 


THE Baltimore Trust Company has an- 
nounced the organization of the Balti- 
more Company, a securities and invest 
ment company, for the purpose of un- 
derwriting, wholesaling and retailing in- 
vestment securities. Donald Syming- 


ton, president of the trust company, is 
also president of the securities company 
Active management will be in the hands 


of Iredell W. Iglehart, vice-president, 
and Henry B. Thomas, Jr.,  vice- 
president. 


IRVING TRUST FORMS INVEST- 
MENT PLAN FOR EMPLOYES 


By means of a savings and investment 
plan for members of its clerical staff, 
which has been announced by the 
Irving Trust Company of New York, 
monthly savings varying from one 
dollar to half a month’s salary may 
be invested on a basis as advantageous 
as that on which the trust company 
manages the funds of large investors. 
The plan, which went into effect 
January 2, is entirely optional with 
the individual employe. 

According to the terms of the plan. 
persons wishing to participate will 
authorize regular deductions from their 
salaries. These funds the company, 
as trustee, will invest in either of two 


The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, S. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


funds, especially suited to the purposes 
of the plan, as the employe may direct. 


NEW DIRECTORS ELECTED 


Harry A. KAHLER, president of the 
New York Title and Mortgage Com- 
pany, has been added to the board of 
the Bank of Manhattan Trust Com- 
pany, New York. 

Charles S.. Pearce, president of the 
Colgate-Palmolive-Peet Company, has 
been elected a director of the First 
National Bank of Chicago. 

Additions to the board of directors 
of the Northwest Bancorporation, 
Minneapolis, are ‘Charles Donnelly, 
president of the Northern Pacific Rail- 
way Company, of St. Paul, and S. B. 
Wilson, Chief Justice of Minnesota 
Supreme Court. 

The Union Trust Company of 
Cleveland has announced the election 
as directors of R. W. Woodruff, presi- 
dent of the White Motor Company 
and of the Coca Cola Company, and 
John A. Hadden, member of the law 
firm of Griswold, Green, Palmer and 
Hadden of Cleveland and president 
of the Mentor Headlands Land Com- 
pany. 

Joseph A. Bower, president of the 
Chemical National Company, Inc., and 
LeRoy W. Campbell, president of the 
Chemical National Associates, Inc., 
have been added to the directorate of 
the Chemical Bank and Trust Com- 
pany, New York. 

Henry Chisholm Osborn, president 





SUE EEE EEE 


THE BANKERS MAGAZINE 


Learn a Foreign 
Language 
French, Spanish, Italian, 
German, etc. 


Conversational instruction under 
our native teachers will give you a 
practical knowledge of any lan- 
guage in a few months. We invite 
you to take a Free Trial Lesson. 
Day and Evening Classes and In- 
dividual Instruction. Catalogue on 
request. 


RERLITZ 


SCHOOL OF 


LANGUAGES 


Est. 1878 336 Branches 


New York—30 W. 34th St., Tel. Pennsylvania 1188 
Brooklyn—2 18 Livingston St., Tel. Triangle 1946 








If there is no Berlitz School in your city 
write to Dept. Z for particulars of our 
Correspondence Course in FRENCH. 





of the 
pany, has been elected to the board 
of directors of the Cleveland Trust 
Company. 

At the annual stockholders’ meeting 
of the Central Trust Company of 
Illinois, Chicago, Joseph H. Briggs, 
vice-president of H. M. Byllesby & 
Co., was elected to the board of 
directors. 

New directors of the First National 
Bank in St. Louis are E. M. Durham, 
Jr., senior vice-president of the Mis- 
souri Pacific Lines of St. Louis; George 
W. Simmons, president of the Huttig 
Sash & Door Company of St. Louis; 


American Multigraph Com- 


and James H. Grover, executive vice- 
president of the St. Louis Union 
Trust Company. 

The Citizens National Trust ( 
Savings Bank, Los Angeles, has an- 
nounced as new directors of that in- 
stitution William N. Jarnagin, presi- 
dent of the Central Manufacturing 
District Bank of Chicago, and Edward 
J. Bowen, president of the Union Tank 
& Pipe Co., secretary of the Pacific 
Wire Rope Company and treasurer of 
the Weber Baking Company of Los 
Angeles. 

Additions to the directorate of the 
Pennsylvania Exchange Bank, New 
York, are Wilfred C. Rigg, president 
Rigg Motors, Inc.; Grant Thorn, vice- 
president International Combustion 
Tar & Chemical Co.; Alexander D. 
Whittemore, of the American Cyana- 
mid Company; and Frank H. Wood- 
ruff, Jr., certified public accountant, 
all of New York City. 


NORTHWEST BANCORPORA- 
TION AFFILIATE 


THE Northwest _ Bancorporation, 
Minneapolis, has organized the Banc 
northwest Company to engage in the 
underwriting and distribution of in- 
vestment securities. It will be affiliated 
with the banks and investment organi- 
zations that comprise the Northwest 
Bancorporation group. Business _here- 
tofore done by the bond departments 
or investment affiliates of the banks 
of the group will be handled by the 
Bancnorthwest Company, or associated 
with it. E. W. Decker, president of 
the corporation, will be chairman of 
the board; W. A. Durst, chairman of 
the executive committee; and H. D. 
Thrall, president. 








FEDERAL BANKING LAWS 
1930 Edition 


A pocket-size volume which presents the important 
Federal laws applicable to national] banks and state banks 
which are members of the Federal Reserve System, with 
amendments to January 1, 1930. 





Contents 
Chap. 1. The Comptroller of the Currency 
Chap. 2. National Banks 
Chap. 3. Federal Reserve System 
Chap. 4. Taxation 
Chap. 5. Crimes and Offenses 
Chap. 6. Foreign Banking 


Appendix 
Interlocking Directors 
Campaign Contributions 
Investment and Discount 


Investment in Farm Loan Bonds 

Banks of Federal Reserve System as Stockholders in 
National Agricultural Credit Corporations 

Discount 


Legal Tender 

Reports 

Taxation 

Deposits 

Actions Involving National Banks 


The book contains the laws which should be within 
the immediate reach of every banker. Bound in blue fab- 
ricoid; gold lettering; 256 pages; price, $3.50 per copy. 


THE BANKING LAW JOURNAL 
71 Murray Street, New York City 


We enclose check for $3.50 for which you may send us a copy of the 1930 
lition of FEDERAL BANKING LAWS. 


Name 


I 8 issu 5a ta iig cis Searle erwin lta wale Sa kana nts 








Entrance stairway leading to the banking quarters of the West Side unit of Manufacturers 
Trust Company, New York, in the new Hotel New Yorker, Eighth avenue at 34th street. 





Murals depicting commerce and industry at the right of the stairs leading 
to the banking offices. 


Manufacturers Trust Opens New 


West Side Office 


HE West Side unit of Manufac- 
ik Trust Company of New 
York last month opened its new 
and larger quarters in the new Hotel 
New Yorker building, Eighth avenue at 


34th street. The office is in the south- 
east corner of the hotel, with entrance 
on Eighth avenue, a few steps from 34th 
street. 

Entrance to the banking office is 
through a carved bronze door. From the 
lobby into which this door opens two 
stairways lead—one to the main bank- 
ing room on the second floor and the 
other to the safe deposit department on 
a lower level. The stairs leading to the 
banking room are of Da Rosa Veine 
and Belgian black marble. At the right 


of them, as one ascends the stairs, are 
two great mural paintings by Jambor, 
depicting commerce and industry. 

At the top of the stairs is the large 
banking room. The wickets occupy the 
south, west and north sides and are ar- 
ranged in horseshoe form, while the 
officers’ quarters occupy the east side. 

The floor of the banking room is of 
terrazzo interspersed with heavy brass 
strips sunk between the stones and sur- 
rounded with a border of Belgian black 
marble. The walls are of St. Genevieve 
roce marble and columns of the same 
marble extend to the colorful and or- 
namented ceiling. 

The banking room is lighted from 
huge windows which occupy almost the 
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Main banking room and officers’ quarters. 





NATHAN §S. JONAS 


Chairman of the board of Manufacturers Trust Company, 
New York. 


M R. JONAS was the first president of Manufacturers 
Trust Company, when it opened in Brooklyn as 
Citizens Trust Company, less than twenty-five years ago, 
and under his guidance the institution has advanced from 
the status of a neighborhood bank to its present position 
as a half-billion dollar bank, serving more than 400,000 
customers in Greater, New York. Mr. Jonas conceived and 
developed the policy of unit banking, under which each 
office operates as a complete unit, providing all the serv- 
ices of a neighborhood bank in addition to all the services 
of a world-wide institution. To this policy Mr. Jonas 
attributes, in large measure, the growth of Manufacturers 
Trust Company. 


























o UNDERWOOD & UNDERWOOD 
Henry C. Von ELM 
President of Manufacturers Trust Company, New York. 


OINING Manufacturers Trust Company in 1914 
J when it absorbed the institution by which he was 
employed, Mr. Von Elm soon won a junior officership 
and a few years later was promoted to a vice-presidency, 
in charge of the West Side Unit. In 1925 he was 
placed in charge of the Fifth Avenue Unit and sub- 
sequently was named chairman of the executive com- 
mittee. His elevaticn to the presidency met with warm 
approval on the part of all the members of the organ- 
ization, both because of his personal popularity and 
because it showed that a man could start at the bottom 

in a large bank and work his way to the top. 
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Conference room. 


entire 34th street side of the build- 
ing. These are augmented by paneled 
lights of modernistic design in the ceil- 
ing. 

Koromandel wood is used in the 
walls and panels of the soffit under 
stairs leading to a mezzanine which ex- 
tends around the north, west and south 
sides of the room. 

Tellers’ screens are of glass and 
bronze. Telautographs have been pro- 
vided in the fourteen tellers’ cages and 
are of a swinging design which allows 
the use of one telautograph by two 
cages 

The check desks in the center of the 
banking lobby are of modernistic design 
and add to the beauty of the banking 
inter or. The pedestals of the desks are 
of Da Rose Veine marble while the tops 
are o! black vitrolite. They enclose waste 
paper receptacles to which are fitted 

ro! coors. 

A separate room with small writing 
desks ind chairs has been provided on 
the floor for women customers, 


and the service portions of the bank are 
also on the banking floor. For the latter 
adequate space has been provided in 
rooms which are large, light and well 
ventilated. 

The entire banking floor is a study in 
harmonious color arrangement. No one 
color predominates. Dull pastel shades 
blend with the more pronounced colors 
of the ceiling, the St. Genevieve rose 
marble of the walls, the black tops of 
the check desks, the rich bronze and the 
dull gold which is used in several places 
on the walls. 

In the same way, the banking room, 
while it follows the modern trend in 
architecture and furnishings in that it 
does not reflect any one period of archi- 
tecture, has been designed primarily for 
itself, with consideration of its size and 
proportions, usefulness and purpose. 

According to a statement by the ar- 
chitects, Sugarman & Berger, of New 
York, “it is our contention, and we be- 
lieve that it is amply proved, that, given 
years of experience, good taste and judg- 
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View of the officers’ quarters from the mezzanine. 
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Corner of the women’s department. 


ment, better results can be produced in 
design without tying oneself up with 
periods or style. This bank can be 
called modern in design, because it has 
not followed any of the so-called peri- 
odic styles. However, it is not modern- 
istic in the commonly accepted term, in 
that we have used the fundamentals of 
design, of proportions, of balance, of 
texture, of relative scale, of ornament 
and other elements in relation to the 
size of the project as a whole, and in 
the study of colors. We did not attempt 
to use revolutionary details and form, 


as is so often the case in so-called mod- 
ern style.” 


SAFE DEPOSIT DEPARTMENT 


safe deposit department is 


teach by stairway or by elevator 
from entrance lobby and from the 
main iking floor. The stairs have 
ahi ornamented wrought iron 
balustr. 'e with a bronze hand-rail. 
Trea d risers are of terrazzo. 


Entrance to the safe deposit depart- 
ment is through a door in a massive 
wrought iron grille, in which are 
worked out the initials of the bank as 
a decorative motif. The great circular 
door to the vault is located at one side 
of the public space. It is trimmed in 
Cardiff green marble and has a floor 
of terrazzo laid out in squares with 
faience tile at the intersections. 

Eleven coupon booths, some of which 
are large enough to accommodate three 
or four persons, and one large confer- 
ence room are constructed of Koroman- 
del wood. The counters in the booths 
are of the same wood, and have heavy 
glass tops. A ventilating system provides 
fresh air for these booths at all times. 

The safe deposit vault is constructed 
of steel and concrete and equipped with 
modern protective devices. It contains 
3112 boxes. Safe deposit boxes which 
have been located in the bank's tempo 
rary offices at 313 West 35th street are 
being sealed and moved to the new 
quarters in sections. 
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Credit investigators’ department. 


Lighting fixtures throughout the bank 
have been designed to accent the archi- 


tectural lines of the rooms as well as to 
provide the necessary illumination. They 
are an integral part of the decoration. 

Manufacturers Trust Company re- 
cently began its twenty-fifth year by 
opening its new head office at 55 
Broad street, corner of Beaver. It was 
organized on September 11, 1905, in 


Brooklyn with a capital of $500,000 and 
surplus of $125,000. Its latest state 
ment showed resources of approximately 
half a billion dollars. The company has 
forty-six offices throughout New York 
City, of which the West Side unit de- 
scribed above is one. Unlike some branch 
offices, each unit of the company fur 
nishes complete banking service to the 
community which it serves. 
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Opportunities in Trust Business 


opportunity for the realization of 

the satisfaction which lies in pub- 
lic service well rendered,” said John C. 
Mechem, vice-president of the First 
Union Trust and Savings Bank, Chi- 
cago, and president of the Trust Divi- 
sion of the American Bankers Associa- 
tion, in an address before the mid- 
winter meeting of the Indiana Bankers 
Association. 

“The foundation of our Republic, 
even to a greater extent in earlier days 
than now, lay in the rural communi- 
ties and the small villages of our na- 
tion. In these the basis of wealth was 
in land and the obligations secured 
thereby, in other personal obligations, 
and in stocks of goods, all local and 
all visible to the local eye depending 
for their value on local circumstances 
or information. Under these condi- 


Te trust business offers a great 


tions,” said Mr. Mechem, “it is not 


to be wondered that a tradition arose 
that a man’s estate should be admin- 
istered or held in trust by his widow 
or his best friend who was familiar 
with the local situation. There was in 
reality, no one else to do it. It was 
inevitable. 

“But communities have developed, 
great industrial centers have arisen, and 
investments have changed from total 
or substantial interests in local property 
or business into minute participations 
in the ownership or obligations of 
widely scattered and far distant in- 
dustrial and commercial enterprises. 
Only as recently as before the war 
there were a limited number of bond- 
holders in the United States. They 
now run into the millions. We are 
all familiar with the extent to which 
the number of stockholders in the 
United States has increased. The most 
recent cures of the Department of 
Intern: Revenue illustrate the con- 
tinuanc. of this tendency. In 1927, 
the perccntage of real estate in the 
estates persons dying within that 


year was 18 per cent. In 1928, it 
was 17 per cent. This was the average 
and decreased as the estates grew in 
size until in estates over $10,000,000, 
real property amounted to only 1 per 
cent. And as to stocks, the percentage 
in 1927 was 39 and in 1928, 43 per 
cent. Again this was the average. In 
1927, gross estates of less than $50,000 
held 11 per cent. of their total value 
in stocks, while gross estates of 
$10,000,000 held in excess of 65 per 
cent. of their total in this form of 
investment. 

“With these changed conditions, 
there came a change in the machinery 
to meet them. The complications in 
the administration of estates gave rise 
to the corporate executor. The rapidly 
changing business conditions, the great 
complexity and fundamental diversity 
of corporate obligations, the vast 
amount of information necessary suc- 
cessfully to invest large sums of money, 
the business judgment and experience 
necessary successfully to manage sub- 
stantial interests in going enterprises 
have made the individual trustee, if not 
a thing of the past, at least a species 
of being, rapidly disappearing. In his 
place has come the corporate trustee 
making the administration of estates 
its regular business, skilled, trained, 
permanent, impartial, perpetual and 
daily available. Its emergence was in- 
evitable. Under our present day con- 
ditions,” declared Mr. Mechem, “no 
man has the right to ask an individual 
to manage property and investments 
for himself or his dependents. Such 
a task should only be entrusted to an 
organization trained to do the business, 
holding itself out as willing to under- 
take the responsibility and paid for 
the work. 

“The trust business is, therefore, the 
inevitable outgrowth of the remarkable 
industrial and commercial development 
of our nation, and was created to fill 
an important need.” 


307 





If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


_————"—"ORDER BLANK 
BANKERS PUBLISHING COMPANY Send for 
71 Murray Street, New York 


You may send me postpaid for examination “The Funda" a copy 

mentals of Good Bank Building,” by Alfred Hopkins. = 
Within five days after its receipt I will send you $7.50 in 

full payment or return the book. on 


appro val 
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Lombard Street front of the new head office of Lloyds Bank Limited, 
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Entrance to the banking home of the Union National Bank and Trust Company, 
Souderton, Pa., constructed under the supervision of Tilghman Moyer Company, 
architects and engineers of Allentown, Pa. 
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Four stores in the Harwood building were thrown into one to provide these 

attractive quarters for the newly chartered Caleb Heathcote Trust Company, 

Scarsdale, N. Y. A facade of simple colonial treatment is in harmony with the 
interior of the bank. Holmes & Winslow, New York, were the architects. 
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New thirty-four story building of the Baltimore Trust Company. It is 500 feet 
in height and is Baltimore’s largest and most imposing structure. 
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The main banking room of the Baltimore Trust Company, Baltimore, Md., is one 
{ the largest undivided banking rooms in the world, being almost 200 feet in 
length. The lower floor, devoted to public space and customers’ counters, is 
reated as a base and the chief architectural motif of multi-colored marble columns 
begins at the level of the first mezzanine floor, reaching fifty feet upward to a rich 


polychrome ceiling. The bank floor is a study in marble mosaic. 
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NAY SONA LRAINI 


New branch of the Atlantic National Bank, Boston, Mass., constructed at 144 Tremont 
street to serve women customers in the shopping district. Architecture is of the 
English Georgian period and is the work of Thomas M. James, Boston. 


Front of the banking room of the new branch office of the Atlantic National Bank, 
Boston, looking toward the entrance. Officers’ quarters are shown at the left. 
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Rear of the banking room of the Atlantic National Bank’s 144 Tremont street office, 
Boston. In the rear is a doorway leading to the conference room for women cus- 
tomers. In the left foreground is a painting of a sailing vessel, insignia of the bank. 


AP RAT Re a Ae 


cial facilities have been arranged in the new branch of the Atlantic National Bank 
of Boston for the accommodation of women customers. 
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The Manhattan Company Building, being erected on the north side of Wall street, 

adjacent to the Assay Office and Sub-Treasury, New York. The structure will be 

seventy stories high and will house the main offices of the Bank of Manhattan Trust 
Company. 
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Interior of the vault designed by Samuel P. Yeo, president of the Bank Vault Inspec- 


tion Co., Philadelphia, for the Aldine Trust Company in Philadelphia. 


The vault is 


the first in that city to have full stainless steel equipment. 


Federal Banking Laws 


HE Banking Law Journal, New 
"[ von City, has just published a 
pocket-size volume of 256 pages 
which presents Chapters 1 to 6, in- 
clusive, of Title 12 (Banks and Bank- 
ing) of the Code of Laws of the United 


States of America, or the “United 
States Code,” to call it by its shorter 
and more popular name. The list of 
these chapters is as follows: The Comp- 
troller of the Currency, National Banks, 
Federal Reserve System, Taxation, 
Crimes and Offenses, Foreign Banking. 

An appendix includes the following 
misc *!laneous Federal statutes applicable 
to national banks: 

Int -rlocking Directors; Campaign Con- 
tribu'‘ons; Investment and Discount—- 
Investment in Farm Loan Bonds, Banks 
of Federal Reserve System as Stock- 
holders in National Agricultural Credit 


Corporation, Discount; Legal Tender: 
Reports; Taxation; Deposits; and Ac’ 
tions Involving National Banks. 

These statutes are given with amend- 
ments to January 1, 1930, and include 
the National Bank Act, the Federal 
Reserve Act, the Clayton Act (October 
15, 1914,) dealing with interlocking 
bank directors and officers, the Edge 
Act (December 24, 1919,) regulating 
the organization of corporations en- 
gaged in foreign banking and the Mc- 
Fadden Act (February 25, 1927,) au- 
thorizing national banks to establish 
branches and making other important 
changes in the Federal banking laws. 

These laws should be within the im- 
mediate reach of every banker. The 
volume just published presents them in 
a convenient form and is completely 
indexed. The price of the book is $3.50. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements. of Other Publishers 


WALL STREET AND WASHINGTON. By 
Joseph’ Stagg Lawrence, Princeton, 
N. J.: Princeton University Press. 


Most books on banking and finance are 
rather dull reading, and it is therefore 
refreshing to come across one, as in 
the present instance, where the author 
breaks away from the dull, soporific 
style in which such treatises are cus- 
tomarily embalmed. This is truly a 
refreshing book. You may like it, or 
you may not; but at any rate, if you 
begin reading it you are likely to keep 
on to the end. This alone is a striking 
tribute to the author’s trenchant style 
and to the subject-matter of the book 
as well. The author does not mince 
matters, but lays about him with a big 
stick, hitting not only many accepted 
banking theories, but showing little 
reverence for a number of revered bank- 
ing and economic heads. There is only 


one serious misgiving respecting a work 


of this iconoclastic character: it de- 
molishes so many cherished opinions as 
greatly to undermine one’s faith in the 
credibility of monetary and economic 
“science.” The foundations of faith are 
shaken. But if the author's onslaughts 
are valid they should be welcomed; if 
not, the way to refute them is open to 
anyone with sufficient temerity. 

In a paragraph which begins the 
volume, the author thus outlines his 
thesis: 

“It must not be assumed that this 
conflict between Wall Street and Wash- 
ington dates back only to that day in 
February of the current year (1929) 
when the Federal Reserve Board in the 
columns of the public press advised the 
world that a state of speculation existed 
in lower Manhattan which was fraught 
with grave peril to the rest of the com- 
munity. Such is not the case. The 
present controversy is but one phase of 
a struggle which has given the history 
of this republic a curious flavor since 
it was founded, and which may in fact 
be discovered long before we succeeded 
318 


in severing our im with the 
mother country.” 

After thus defining the antiquity « 
this conflict, the author goes on to Pe 
its nature: 

“That struggle is founded on a clash 
of interests and a moral and intellectual 
antipathy between the wealthy, cultured 
and conservative settlements on the sea- 
coast and the proverty-stricken, illiterate 
and radical pioneer communities of the 
interior.” 

Whether the Atlantic seaboard is 
as “cultured and conservative”:as the 
author assumes, or the interior as 
“poverty-stricken, illiterate and radical,” 
is at least a debatable matter. But to 
state the situation in this extreme form 
gives the author his opportunity to put 
Washington against Wall Street: His 
courage in taking the unpopular side is 
to be admired, and the other side has 
so long had the floor that it is quite 
time that Wall Street should have its 
day in court. As Mr. Lawrence him- 
self puts it: 

“Politically, Wall Street is inarticu- 
late. It contributes heavily to the 
revenue of the state. It has but small 
voice in its distribution. An attack upon 
it by the righteous legislators of the 
South and West is perfectly safe. No 
votes are lost in the home bailiwick. It 
is not an easy matter for the politician 
to find an issue upon which he can be: 
come vocal and colorful and unequiv- 
ocal. It is difficult to arouse rhetorical 
enthusiasm for the multiplication table 
or the Ten Commandments, much as 
one may approve of both. But specula’ 
tion and Wall Street, what delightful 
morsels!” 

Passing to a consideration of the situ 
ation on which the policy of the Federal 
Reserve Board was based, the author 
gives the following as the declared 
foundations for this policy: 

“(1) There is danger of a scarcity 
of gold. 

0) There is danger of a general 
credit expansion and inflation. 
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“(3) The ‘undue’ absorption of 
funds by the stock market deprives com- 
merce of its legitimate due, and the lat- 
ter has suffered or is suffering or will 
suffer.” 

“These,” the author goes on to say, 
“are the ostensible reasons upon which 
their aggressive policies are founded. 

They are buttressed by the 
following misrepresentation of the facts: 

“(1) That brokers’ loans are a 
legitimate measure of inflation. 

“(2) That member banks borrow to 
lend on the stock market. 

“(3) That member bank borrowing 
is unethical. 

“(4) That member bank borrowing 
is a measure of inflation.” 

It is to the consideration of these 
propositions that Mr. Lawrence devotes 
some 360 following octavo pages of his 
book. He shows, on a considerable foun- 
dation of truth, that the Federal Re- 
serve Board itself is responsible for some 
of the conditions it seeks to correct. In 
dealing with these various matters, which 
are of very great current interest, th2 
author does not rely merely on his own 
statements, but gives facts tending 
strongly to support his views. With all 
his conclusions one may not agree, but 
no one, it is believed, can fail to admire 
the clearness and vigor with which they 
are expressed. And they are right often 
enough to cause financial “authorities” 
to make a careful re-examination of the 
foundations of their faith. 

Taken as a whole, Wall Street and 
Washington is a most refreshing and 
valuable contribution to current finan- 
cial discussion. It is well worth a care- 
ful reading. 

As the volume was issued shortly be- 
fore the October break in Wall Street, 
it is not of the post-mortem character, 
as is most of the current financial lit- 
erature, but is a diagnosis formed while 
the patient was still in robust health, 
thouch possibly not without signs of an 
apoplectic condition. One would like to 
know whether or not the author would 
wish to revise his diagnosis in view of 
what ‘\appened in late October. 

A very valuable part of the book is 
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to be found in the extended extracts 
from hearings on brokers’ loans, stabil- 
ization, and a discussion in the House 


of Representatives, February 7, 1929, 
presented at the end of the volume, 


Munpy’s EARNING POWER OF RalL- 
ROADS. 1929. By Floyd W. Mundy. 
New York: Jas. H. Oliphant & Co. 


Tuis, the twenty-fourth issue of this 
volume, presents important statistics 
and other facts regarding the earning 
power and securities of railroads. The 
statistics given include practically all of 
the important railroads in the United 
States, in addition to a few others the 
securities of which are familiar to 
American investors. 

In the introductory chapters are given 
the fundamental principles which must 
be applied by the investor, while the 
latter part of the book contains statis- 
tics regarding earnings, mileage, capi- 
talization, tonnage, etc., with which an 
investor should be acquainted. The 
book is arranged in convenient form for 
reference. 


INVESTMENT TRUST ORGANIZATION 
AND MANAGEMENT. By Leland Lex 
Robinson, Ph.D. New York: The 
Ronald Press Company. $7.65. 


THE rapid growth of the investment 
trust movement, by which in a short 
space of time these institutions have 
come to represent an important part of 
the financial mechanism of the country, 
and the diversified character of the in- 
vestment trusts, combine to render the 
new edition of this valuable treatise 
particularly welcome. The earlier edi- 
tion of the book, published in 1926, had 
to draw largely on British sources of 
information, but since that date so many 
investment trusts have been formed in 
this country as greatly to enlarge the 
sources of information and to give the 
book a closer relation to the develop- 
ment of the movement in the United 
States. So greatly has the situation 
changed since the earlier edition, that 
the present volume is more than a re 
vision, and is essentially a new bock. 
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On account of special studies of the 
investment trust as it had developed in 
other countries, and because of his prac- 
tical identification with the management 
of a leading group of investment trusts, 
Dr. Robinson is admirably equipped to 
treat of his subject. 

The present volume surveys the field 
of investment trust organization and 
management most completely and con- 
stitutes a veritable mine of information 
relating to all phases of the investment 
trusts. It is a valuable contribution 
toward a better understanding of a type 
of institution already occupying a promi- 
nent place in American finance and 
destined to grow in importance. 


THE CONTROL AND REFORM OF THE 
BANK OF ENGLAND. By Roy Hop- 
kins. London: London General 
Press. 


In this twenty-three page pamphlet the 
author, formerly assistant editor of The 
Economist, states the case for the re- 
form of the Bank of England, examines 
and criticizes some of the proposals and 
then puts forth a definite program of 
reform. 


BOOKS RECEIVED 


Compiled by Perley 
New York. 


INTEREST TABLES. 
Morse & Company, 
$1.15. 


THE third edition of a volume show- 
ing interest rates on one dollar at rates 
advancing from 1 per cent., by one-half 
of 1 per cent., to 94 per cent., for any 
number of days up to a year, and in- 
cluding both years of 360 and 365 
days. 


! 
THis AGE OF PLENTY. By C. Marshall 
Hattersley. London: Pitman. $2.15. 


A DISCUSSION of the present civilization, 
especially from an economic point of 
view, with suggestions for reconstruc- 
tion. The views of two leading English 
economists are presented. 
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BANKERS MANUAL 
Baltimore, Md.: 
Corp. $1.25. 


A pirectTory of all of the banks in the © 
United States giving capital, surplus i. 
and deposits and the name of the | 
cashier. 


1930 Epition, 4 
Ashland Towson § 


KAPITALANLAGE-GESELLSCHAFTEN Ne | 
VESTMENT Trusts. By Dr. Egon % 
Kilgus. Berlin: Wilhelm Christiaaga 
Verlag. 165 pages. RM. 6. 


A GERMAN treatise on _ investment | 
trusts with particular reference to their © 
development in the United States. 


REGISTER OF DIRECTORS OF THE UNITED q 
STATES AND CANADA. New York: 7 
Poor’s Publishing Company. $35. 


So_tp Out! By Edward Dean Sullivan. 3 
New York: Vanguard Press. $2.15. 4 


CREDIT AND COLLECTION PRINCIPLES _ 
AND Practice. By Albert F. Chapin. 
New York: McGraw-Hill. $4.15. 


THE MATHEMATICS OF INVESTMENT. | 
By William Le Roy Hart. Bostons§ 
Heath. $3.65. 


THE PusLic FINANCES OF PosT-WAR 7 
France. By Robert Murray Haig” 
and others. New York: Columba 
University Press. $5.65. 


By R. 
New York: Duffield 


BEATING THE STOCK MARKET. 
W. McNeel. 
$1.15. 


CoMMON STOCKS AND THE AVER E 
Man. By J. George Frederick. New 
York: The Business Bourse. $4. se 


Unitep States TRADE WITH LA . 
AMERICA IN 1928. Compiled Bj 
H: S. Giusta, division of regional i 
formation: Washington, D. C.; otf 
perintendent of Documents, Govemit 
ment Printing Office. 130 cents. 








